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LETTER OF TRANSMITTAL 


JANUARY 28, 1954. 
Hon. Dewry Suorr, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D.C. 
Drar Mr. Cuairman: I have the honor to present you, herewith, 
a report of the Subcommittee on Defense Activities on its findings 
and conclusions as a result of a trip authorized and directed by you 
which commenced September 9, 1953, and concluded with our return 
to the United States on October 11, 1953 
Sincerely yours, 
Winturam E. Hess, Chairman, 


Ilr 





REPORT OF SUBCOMMITTEE 


Pursuant to the directions of the Armed Services Committee, the 
Subcommittee on Defense Activities, consisting of Messrs. Hess 
(chairman), Bates, Hébert, Hardy, and Rivers undertook a firsthand 
inspection of the European defense public works program as it will 
come up for consideration in the 2d session of the 83d Congress. The 
subcommittee was accompanied by the following members of the 
Armed Services Committee: Messrs. Gavin, Bishop, Dovle, and 
Miller. Mr. Gavin and Mr. Rivers have been appointed regular 
members of the subcommittee and join in this report. 

Our schedule took us to Norway, Denmark, Germany, France, 
Austria, Italy, Spain, and Portugal. We left on September 9. Mr. 
Hardy joined the subcommittee at Heidelberg, Germany, and did not 
participate in any briefings prior to that date. We returned to the 
United States on October 11, 1953. 

Our scheduled itinerary (quoted below) was followed 


Itinerary 


Sept. 9 to Oct. 11, 1953 





Date Place 
Sept. 9 Washington, D. C., to Harmon Field, Newfoundland 
Sept. 9-10 : Harmon Field, Newfoundland, to Paris, France 
Sept. 10-15 Paris, France 
Sept. 15 Paris, France, to Frankfurt, Germany 
Do Frankfurt, Germany, to Heidelberg, Germany 
Sept. 15-17 Heidelberg, Germanv 
Sept. 17 5 Heidelberg, Germany, to Wiesbaden, Germany 
Do 7 Wiesbaden, Germany, to Oslo, Norway 
sept 17-19 a Oslo, Norway 
Sept. 19 Oslo, Norway, to Copenhagen, Denmark 
Sept. 19-20- : Copenhagen, Denmark 
Sept. 20 Copenhagen, Denmark, to Berlin, Germany 
Sept. 20-23 .- Berlin, Germany 
Sept. 23- : _. Berlin, Germany, to Salzburg, Austria 
Do Salzburg, Austria, to Berchtesgaden, Germany 
Sept. 23-25 Berchtesgaden, Germany 
Sept. 25 Berchtesgaden, Germany, to Salzburg, Austria 
Do : Salzburg, Austria, to Vienna, Au 
Sept. 25-28 Vienna, Austria 
Sept. 28 . Vienna, Austria, to Pisa, Italy 
Do Pisa, Italv, to Florence, Italy 
Sept. 28-30- Florence, Italy 
Sept. 30_- Florence, Italy, to Pisa, Italy 
Do Pisa, Italy, to Rome, Italy 
Sept. 30-Oct. 2 _ Rome, Italy 
Oct. 2 Rome, Italy, to Palma de Mallorca, Spain 
Oct. 2-5 Palma de Mallorea, Spain 
Oct. 5.- 5 Palma de Mallorca, Spain, to Barcelona, Spain 
Oct. 6 Barcelona, Spain, to Madrid, Spain 
Oct. 6-9 Madrid, Spain 
Oct. 9 5 Madrid, Spain, to Lisbon, Portugal 
Oct. 9-11_-- __. Lisbon, Portugal 
Oct. 11 Lisbon, Portugal, to Lages Field, Azores 
Do- tae Lages Field, Azores, to Washington, D. C. 
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Prior to our departure, the chairman issued a statement of his 


program Mii Hess Said 


The ibecommittee has set up a very close schedule, but it is ¢ minimum 
within which we can gather the information required for our use in the next 
session of Congress and for the use of the subcommittee in its particular work 
We will move out from the cities named in the schedule to the surrounding 
military installations 

With the millions invested and the many commitments in the countries which 
we will visit, and the importance to our security of what has been done and is 
to be done, we just cannot afford to be uninformed, Nothing takes the place 
of seeing what is being done, is proposed to be done, and where 

I have issued instructions that there are to be no official welcomes, no banquets, 
no speeche no cocktail parties 

We have too little time for our inquiry to waste it on entertainment, official 
or unofficial, however gracious and hospitable our European friends and repre- 
sentatives may desire to be I am sure our friends abroad will understand this 
decisior This is a working trip 


We adhered rigidly to this plan, we believe, to the satisfaction of 
all concerned. 

Our purpose was not so much to reconsider what had been done 
as to study at firsthand what still remained to be done in the develop- 
ment of our Kuropean defenses Therefore, we went where the best 
information could be secured concerning these matters. Necessarily, 
one of our principal interests was to become acquainted with the 
Spanish homeland. Our trip was, therefore, planned to coincide with 
the estimated time for promulgation of the Spanish- (merican accord 
to which reference will be made more at length in this report 

We were briefed by the American Ambassador and his staff upon 
the day of ourarrival in Paris. The next day we were briefed at length 
by Gen. Alfred Gruenther, American Supreme Commander in Europe 
and Supreme Commander of all Allied Powers in Europe. Our 
orientation, therefore, really began at SHAPE. With the information 
and background thus obtained, we completed our itinerary. 

Much of the factual data and some of the other information which 
we received would, if disclosed, affect the security of the United States 
and the Powers joined with it. Therefore, we file coincidentally with 
this report an addendum containing additional information for the 
benefit of the committee and its members. This report will deal 
with basic operations, military and political, in the several countries, 
with emphasis, as we have said, on the future rather than on the past. 

For convenience, we have divided this report by country, and in the 
case of subjects common to several countries our observations and 
conclusions have been treated as a category. We accepted math- 
ematical computations at the source. 


FRANCE 


On September 10, 1953, we were briefed by the American Ambas- 
sador and his staff. The discussion centered around American mili- 
tary and economic aid. But our search for information led us to 
Thany sources 

France has many complex internal and external problems. Each 
day seems to bring some new crisis. 

Politically there are a multiplicity of parties and voices. Not any 
one group seems to command the support of any large segment of 
population. The result is that parliamentary crises are resolved by 
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slender and rather tenuous majorities. France sorely needs a strong 
and stable government. Many Frenchmen hold, with other observers, 
that it will not have one until there are some constitutional reforms 
We look hopefully to some of the more statesmanlike utternaces of 
some French leaders, hoping that someday in the not too distant 
future they may be put into action. 

A considerable body of opinion holds that the domestic economy 
will not be righted until there is a more even distribution of the bur- 
dens of Government. It is contended that 70 percent of the national 
income is derived from indirect taxation, while only 30 percent comes 
from income taxes. From this it is argued that the largest burden of 
supporting the Government is placed on the small-wage earner whose 
economic condition becomes more difficult. This, we are told, makes 
them a ready prey for the hard-core Communists of whom there seem 
to be a great number. Added to this, we are informed, is the laxity 
in enforcement of the tax laws which it is contended virtually exempt 
many of those fully able to bear their share of governmental costs. 
Nevertheless, France is pretty close to balancing its budget this year. 

We learn, too, that the country is confronted with surpluses in many 
of its agricultural products. With strikes and slowdowns the plight 
of the country seems an unhappy one. Compounding all of the 
domestic difficulties are these things: 

To the north, the renascence of West Germany is a fact. So is the 
seeming imminence of a treaty which will permit the rearming of 
Germany. France worries itself about this and recalls past injustices. 
She complains of having been overrun 3 times in 75 years. But the 
trouble with that sort of thinking is, we believe, that it deals with the 
past and ignores the future in which the nation must live. France 
must join with other European peoples economically and socially. 
She must be one of the family of nations and a full participant with 
them. 

To the south, political thought turns to the Spanish-American 
military accord, which was about to be firmed up while we were in 
France. In France there are many dissidents from Spain who fan 
the ancient hatreds and prejudices. This accord means that we and 
many of the western nations are not completely dependent upon 
France. 

The Netherlands, Belgium, and Luxembourg are full participants 
in the European Defense Community. 

Thus France finds itself hemmed in between strong countries, 
full participants or soon to be in the ring of Western Powers. 

The sight of a diminishing bargaining power seems to increase 
the feeling of futility. France is confronted with a reality. She 
must decide whether to stand with her strong neighbors to the north 
and west and south or whether she will again be an occupied country. 
The Communists are hard at work. Most of those whose opinions 
we value believe that ultimately France will stand with the West. 
But it will not be until after a very difficult time of soul searching and 
political discussion. ‘The margins are slender. 

France is troubled in Morocco. She has heavy stakes there. 
Some of her moves are not fully understandable to us at a distance; 
but, generally, there seems to be much unrest which troubles the home 
government. 
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Compounding all he mcvern | troubl 3. Krane ha an uneasy lot 
on the international seen h has a full-scale war goimg on in 
Indochina. Im 1953 it cost $1,500,000,000 to keep it going. We 
contributed $785 million in aid programs Prior to 1953 it had cost 
the French $3,644,000,000 to carry on this wat Ve furnished 
$3 billion The war is an unprofitable on Aid is being siphoned 


off to the Far East so that the domestic economy does not benefit. 
Jut the worst blow of all is the almost systematic decimation of 


young French officers and soldiers. In every year the total number 
of young officers killed has equaled the total graduations from the 
military academy at ot. C\ r. Casualties in the other ranks are in 
the same startling proportions Over 65,000 have been killed, to Say 


hot hing of other casualties 


France is indeed troubled about many things. Her people have our 
deepest sympathy. 


NATO 


An assessment of the French participation in NATO must be viewed 
in the light of her commitments in Indochina. We do not hazard a 
guess from any source as to when she will be a full participant therein 

Sut, nevertheless, she has furnished lands, airfields, and almost 
everything but full manpower commitment. The timing has been 


slow. There has been much haggling, but some things have gotten 
done. 
The construction program is slow. But construction costs are less 


in France than in our own country. 

What all of these things will finally add up to we cannot speculate 
There are certain basic truths, however, which will have to be assessed 
by the French people. They have a long line of culture and a pride 
of race. They find themselves ringed by nations moving forward 
and united against Communist aggression as a matter of free and 
reasoned choice. The price for joining with Russia in desperation 
will be the certainty of again being an occupied country. Thoughtful 
Frenchmen know all these things. The choice seems to be a difficult 
one for them to make, 

Over two centuries we have stood with France and she with us. 
We can only hope that sound and sober thinking will finally prevail; 
and that out of this morass will come a right and reasoned choice. 


CHATEAUROUX 


An inspection made of the airfield and supply depot at Chateauroux 
indicates progress since our last view; but there is still a long way to 
vo before that installation becomes adequate to its mission. There is 
still too much materiel stored in the open. There are still too many 
personnel improperly housed. That situation is coming under control 
and will be corrected. The landing strip is adequate for large-scale 
operations; the communications seem to be in good order; and the 
working personnel appear to be adequate. All authorizations and 
appropriations have been made. 

The costs are not inordinate for the maintenance of this base; and 
since this is under a unilateral arrangement, it would seem that the 
United States had been given a fair rental by the French. The rental 
for the entire shop facilities is $100,000 annually. The cost of acquisi- 
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tion of equivalent facilities would approach from 30 to 40 million 
dollars. 

Chateauroux emphasizes the matter of employment of indigenous 
personnel at facilities of this kind which we will discuss under a separate 
heading. And the impetus for studying and making a right decision 
in this field is that it can and will reduce the cost of operations in 
substantial proportions. 

At Chateauroux the Air Force has a well-balanced program for 
indigenous personnel. It is working and can be made to work other 
places. The Air Force is to be commended for its forward-looking 
approach to this whole problem. 


GERMANY 


The subcommittee visited the Seventh Army, which, at the time of 
our visit, was commanded by Gen. C. C. Bolte. The briefing given 
by the headquarters staff was comprehensive and competent. We 
found a general alertness around headquarters and among the troops. 

The housing which is being furnished by the German Government 
as a part of reparations is very satisfactory as to type. It is furnished 
by the Germans as a part of occupation costs and will ultimately revert 
to the German Government when our use is concluded. The cost is 
substantially below equivalent housing in the United States. Germans 
are insistent on building permanent bases both as a matter of choice 
and because the materials which are available and for which the skills 
of the workers are best adapted are in their nature permanent. Brick 
or stone and cement construction are the cheapest, the most available, 
and in the nature of things, the most permanent. In many respects 
the troop housing is superior even to our own standards. But that is 
by the choice of the German Government who are thinking of future 
uses. 

Relations between the German Government and the Seventh Army 
Group appear to be on an exceedingly satisfactory basis. There is 
some urgency about completing more housing because each house 
provided for the required military complement means the release of 
badly needed housing for the civil population 


DEPENDENT HOUSING 


A problem of policy for decision by the Department of Defense and 
the Congress involve provisions for dependents of military personnel 
stationed abroad. Adequate recreational facilities are only a very 
small part of the job in maintaining morale abroad. 

There are many difficulties to be solved in keeping dependents 
abroad. First, dependents ought not to be dumped upon a country 
already short of housing. Housing is a vital consideration in any 
more extended movement into Germany, for example. We cannot 
expect a program which continues to disposses the civil population to 
engender good relations. Next, a large movement of dependents 
involves the establishment of schools. The 1953 enrollment in schools 
of military dependents in Germany was approximately 18,000 chil- 
dren, including kindergarten, elementary, and high school. The 
forecast for fiscal year 1954 is approximately 32,000. This will 
require more teachers. At the present rate of increase in dependents 
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‘n Germany, it is forecast that there will be 37,000 children in high 
school, elementary, and kindergarten schools in 1955. 

In support of ‘is arzument for an increase in dependents allowed to 
be stationed abroad with military personnel, the Army in Germany 
cites a comparison between the ‘nerease in the number of families 
living with servicemen and a simultaneous drop in the number of 
disciplinary infractions. These statisties, it is contended, show that 
the Army improves Its morale, reduces absences without leave and 
crimes in direct relation to the number of families and the stability 
of family life afforded to service personnel, 

Statistics could lead to such a deduction. However, the problem 
in Germany is that the dependents there have been, in large measure, 
occupying quarters which dispossess the civil population. Quarters 
built with Deutschemarks have been turned over for use and occu- 
pancy by military dependents but these will ultimately revert to the 
use of the civil population. 

The proof submitted must be evaluated along with good training 
and discipline, as well as the influence of family life. The Army in 
Germany can be proud of the record shown by the statistics furnished 
to us. We must, however, recognize the whole problem presented by 
dispossession of civil population, housing, schools, teachers, and the 
other collateral requirements of dependents living abroad on a tempo- 
rary basis. 

We must come to grips with the whole subject. 


BERLIN 


The subcommittee visited the Berlin Command and some of its 
installations. The requirements of that command are reasonably 
well stabilized unless Soviet relations deteriorate and require a different 
formula. The isolation of this command presents difficulties; but 
morale is good, housing is reasonably well-provided for and does not 
present a critical problem. There are new and satisfactory school 
facilities for dependents. 

The progress of recovery of the civil population in the Allied sectors 
of Berlin does not compare with that of free Germany. Military 
comptroller figures, using 1936 as a norm, show the rate of recovery 
at 70 pereent. The community, however, vives every evidence of 
increasing activity. Its principal activity is the fabrication of pre- 
cision woods. 

A tour to the Soviet sector affords a ready comparison and a startling 
contrast between life in a free world and life behind the iron curtain. 
The streets are barren, store windows are few and empty and the 
people on the streets are spare in numbers with a haunted look. 
Russian soldiers keep out of sight. The local Soviet-controlled Ger- 
man Police seem to act as their agents. 


FOOD PACKAGES 


We visited the headquarters for food package distribution, and made 
a thorough inspection of the methods employed. From the numbers 
who openly risk coming to the headquarters (which in some distance 
inside the Allied Zone), the propaganda value of this undertaking 
must be taking its toll on Soviet influence. It seems to have accom- 
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plished its purpose. Anything which weakens the hold of the 
Soviet propagandists on the mind of their captives is a score for the 
Western World. 


JUNE 17 RIOTS 


The subcommittee made an investigation of the riots which occurred 
on June 17,1953. Our best information and the consensus of informed 
people is that this riot was an unrehearsed and spontaneous undertak- 
ing. It is an indication of the risks the German is willing to take to 
fight barehanded his Russian masters. The riots were put down; but 
there is an uneasy peace pee in the Soviet Zone and the path of 
the Soviet is not made any easier by the distribution of food packages 
The anomaly of the military situation in Berlin and the difficulties in 
maintaining our place there seem to the subcommittee, however, well 
worth the price we are paying. Commitments are not heavy and the 
dividends seem worthwhile. 


DISPLACED PERSONS 


Emigrees from the Iron Curtain are the responsibility of the free 
German Government. The subcommittee examined the processing 
procedures and visited a bombed-out factory which had been partially 
restored to house the women and children who, after processing, are 
accepted and assimilated by the free German population. This proj- 
ect is one of painstaking effort; and it represents a real humanitarian 
undertaking of the free German Government in sharing their homes, 
their land, and their substance with refugees in search of freedom for 
themselves and their families. The subcommittee was much impressed 
with the conduct of this operation. While it does not have direct mili- 
tary significance, the indirect benefits are a distinct value and of great 
importance to the peoples of the free world. 


ECONOMICS 


The West German economy has risen to new heights during the 
occupation. The latest figures presented to us by the Army (¢ ‘omptrol- 
ler, gathered from reliable sources indicates that the present ratio is 
165 armen of the 1936 levels. 

The relationship between American dollars expended and deutsche- 
marks invested by the German Government in properties and other 
things used by our forces is gradually being improved. As of August 
1953 we had expended in Mutual Security Aid, for the expenses of the 
Military Government and other relief a total of $4,400,000,000. In 
the same period the German Government expended $3,200,000,000 
in deutschemarks. While this latter sum does not represent any 
direct return to the United States Treasury it does mean that we were 
not required to build and supply a great many things we otherwise 
would bave had to furnish. 

The recovery which we have cited is a tribute not only to the sturdi- 
ness and perserverance of the West Germans, but it also marks the first 
tangible results of an intelligent occupation policy and aid program. 

It would seem that in the near future the West German Government 
may be able to raise, maintain and support about 12 divisions of troops. 
The present Chancellor has expressed a willingness on the part of the 
present German Government to do so. We are advised that there is 
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the manpower and financial ability to do this. The presence of an 
anti-Communist foree in being will, in our opinion, be a great re- 
assurance to the free nations of Western Europe and a strong force 
in the direction of a stable and lasting peace 


FRANKFORT 


Headquarters, Commander in Chief, Europe, at Frankfort was 
visited with particular emphasis on the construction program now 
under supervision by Joint Construction Agency, an arm of this 
command 

Prior to April 1953, Construction Management and Engineering 
Associates (CMEA), a combination of contractors operating on a fee 
basis, had the supervision of Air Force installations. Many of the 
employees of CMEA have been integrated into Joint Construction 
Agency. That integration was completed on September 7, 1953. 

We were advised that this JCA was created for the supervision of 
all military construction under CINCEUR, Commander in Chief, 
Europe. Originally its responsibility was limited to construction in 
France. It has plans for possible expansion into Italy, Austria, and 
Western Germany as well as Turkey and Greece. The subcommittee 
was advised that this command had likewise been developed to the 
point where it could assume the responsibility for construction else- 
where in Western Europe 

As of the date of our visit there were on board a population of 877 
of which 242 were military, 323 were United States etvillans, and 312 
were alien employees. 

Under the diplomatic agreements existing with France, all negotia- 
tions with respect to French construction are handled through the 
French Government with that Government actually making the con- 
tracts and supplying the services. Material is normally procured by 
the contractor but in exceptional cases, such as in the pipeline agree- 
ment, materials were furnished by the French Government to the 
contractor. Reimbursement and audit of contract payments in 
France are handled through Freneh-American fiseal liaison office with 
actual payments direct to the French Government under the Wilson- 
Pleven agreement, according to the estimates of anticipated expendi- 
tures. This plan has been in operation since September 1953. At 
the time of our visit there were 120 different locations at which con- 
struction was being undertaken ranging all the way from depots to 
troop housing and related installations as well as for airfield facilities 
and navigational aids. 

The Army program in France for the period ending July 31, 1953, 
was $227 million of which $131 million had been allocated. The Air 
Foree program contemplates requirements for $228 million with the 
program presently administered by Joint Construction Agency at 
$164 million. JCA represents to us that it has a basic structure 
capable of expanding to take on all United States military construc- 
tion in Western Europe with appreciable economies. It points with 
pride to its improved relationships with the French, with more satis- 
factory bidding by contractors, and to the advantages of savings in 
design costs and the avoidance of duplication because of standardiza- 
tion of the part. 
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However, the Department of Defense has set up construction in 
Spain under the Bureau of Yards and Docks of the Department of 
Navy. This is an administrative decision. The subcommittee 
does not evaluate it upon the basis of comparative competency. But 
that decision having been made, it seems to us that, with the com- 
pletion of our military programs in the countries under the jurisdiction 
of the Joint Construction Agency, there is the immediate necessity 
for a reevaluation of its size and function. The Ageney has the 
capabilities both in talent and in numbers in excess of any projected 
future requirements. 


NORWAY AND DENMARK 


The subcommittee made a short trip to Norway and Denmark. 
Neither of these countries has been visited previously by this sub- 
committee. Our immediate interest was to obtain a firsthand im- 
pression on possible full participation in the NATO program and an 
appreciation of the political and domestic problems which are inter- 
woven with a consideration of that problem. 

Heretofore, our knowledge of the geographical situation has been 
entirely factual. We knew the distance across the Skagerrak and the 
Kattegat, separating Denmark and the Scandinavian peninsula. But 
miles as stated on a map do not make the same impression as miles 
seen by the eye. The proximity of Bornholm Island in the Baltie 
to this waterway can be computed. But computed distance does not 
give the pe rspe ctive that the eve gives. It is our belief that having 
acquired a better understanding of the geographical situation as it 
must affect the thinking of people living in these countries, our ape 
preciation of the political temper when it comes to a consideration of 
participation in the European defense programs will be more realistic, 

The political problems of the Dane and Norwegian become all the 
more understandable when one looks, as they must do, at the realities 
to the East and to the West. As we view the situation, from our 
short visit, the resistance of Norwegian and Dane to invasion becomes 
a saga of gallantry. 

These two countries, Norway and Denmark, have a sturdy popula- 
tion. Their attitude toward the renascence in West Germany is 
understandable. They have been so recently overrun and have paid 
such a price in blood and treasure, that it is bound to color their think- 
ing. However, our conversations, limited as they were by the time, 
indicate that the Danes and Norwegians are assessing the recovery 
of Germany in the terms of ‘ta people who have come back.’ West 
Germany had no liking for the Nazi doctrine. It, too, was overrun, 
politically, in the wild days of Hitler. Both Dane and Norwegian 
recognize in true perspective the importance to them of a strong 
German community at their borders. 

The attitude of seeming toleration toward the Soviet is not one of 
acceptance but one of realism. If every man, woman, and child, from 
babe to grandparent, in all of these countries were armed to the teeth, 
the sheer weight of numbers in the Soviet would overpower them 
These peoples, therefore, must be realistic; and we must have a better 
understanding of their geographical and physical situation as it affects 
their political thinking. We found no acceptance of Red propaganda, 
no threat of joining in the ring of satellites, only n genuine desire for 
peace, but not peace at any price. 
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That the full acceptance of the NATO program will ultimately be 
accomplished, seems an entirely reasonable conclusion; but many 
problems still remain unresolved in this respect. 

We have, however, the background of an independent, sturdy and 
capable people to whom sacrifice is familiar and who will resist ageres- 
sion with all the means at their command. With good balance and 
calmness, they are facing the future, recognizing the fact that this is 
not a time for foolhardiness. This is the time for being objectiv » and 
not headstrong 

AUSTRIA 


We visited Salzburg, headquarters of United States Forces, Austria. 
While there we stopped at Berchtesgaden and inspected the recrea- 
tional area and facilities available to all service personnel. At the 
time of our visit the population of service personnel was down because 
many troops had not returned from maneuvers. 

This whole mountainside has for vears been a resort area for Euro- 
peans. The development during the Hitler days was tremendous. 
The Germans are planning to continue it on the same plush basis as 
it had been developed. Service personnel are enjoying these facilities 
at a very modest cost to them when on leave. 

There may be some debate as to whether we should continue using 
these facilities. But we found them in an occupied country. The 
problem is about the same as that of a man who comes into possession 
of a jewel and has to decide whether he should wear it or keep it in 
the vault. 

The subcommittee presents, herewith, the Department of Defense’s 
statement on utilization and cost on all of these facilities. 


HEADQUARTERS, 
Unitep States Army, Evuropsr, 
November 10, 1958. 

You requested certain information regarding the Berchtesgaden Leave and 
Rest Center during your recent visit to that installation. This letter is to pro- 
vide you that requested information which has been obtained from recorded 
statistics for the period January 1 through September 30, 1953 

During the above period the Pershing House was occupied 55 days by 126 
guests for an average of 2.29 guests per day of utilization. This facility was 
closed during the months of March and June for renovation including installation 
of a central heating system 

The combined facilities within the Berchtesgaden Leave and Rest Center can 
accommodate 1,194 overnight guests simultaneously. During the above period 
the average overnight utilization on weekends was 91.2 percent as compared to 
an average of 51.6 percent on other nights. It is significant to point out that in 
addition to overnight guests numerous personnel from Salzburg, Munich, and 
other nearby communities utilize the facilities of the center without spending the 
night there 

The Berchtesgaden recreation area fund which receives its revenue from guest 
expenditures funds the major portion of the operating costs of the Berchtesgaden 
Leave and Rest Center. Costs of operation that are funded from other than non- 
appropriated sources include the following: 

(a) Salaries of military personnel. Three officers and four enlisted men are 
assigned primary duties regarding hotel and mess operations 

(b) Engineer maintenance of 13 hotels, ski lodges, and guest houses. 

(c) Interior transportation support. 

(d) Limited Quartermaster support which includes the issue of expendable 
items and repair and maintenance of nonexpendable items such as electrical 
refrigeration equipment and kitchen equipment. 

(e) Salaries of the indigenous employees engaged in activities (b), (c), and (d), 
above, are charged to occupation appropriations administered by the Office of the 
Cost of Occupation. 
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The Berchtesgaden Officers Club is used for a variety of purposes in addition 
to its normal functions. The 9 beds in the 5 rooms in the elub building are 
controlled by the billeting office for use dur IZ peak perio Is lhe rental proceeds 
naturally return to the recreation area fund. In the absence of an Army chapel, 
facilities of the club are used for religious services on Sundays. The club also 
serves as a central meeting place for community activities such as the Reserve 
Officers Association and Officers Wives Club. Logistical planning for fiseal vear 


1955 contemplates rehabilitation of this facility to house the billeting office, 
recreation services office, library, and Army post office. 

The answer to vour question regarding attached units is presented in tabuls ar 
form in order to indicate readily the nature of the activities of the attached 
personnel. In addition to providing logistic support for these attached pe ‘rsonnel 
a dependent population of 134 is also supported. The personnel listed below are, 
of course, in addition to assigned personnel, data on whom you have been furnished. 


Attached personne 


] ilia 
7751 Military Patré — oms unit 1 19 0 
7779 Medical detachme } 5 
621 1 Military Patrol Hi hway Patrol Cc iny (detachn 6 0 
Ist Platoon, Co. B, 508 Military Patrol Battalion l 26 0 
Miscellaneous intelligence units 2 1 6 

Total } ot ll 


Your interest in this activity is appreciated and this headquarters will be 
pleased to furnish any further information you may desire. 

Our examination indicates that at least one of these properties has 
a very limited use; and certainly this requires restudy of the whole 
problem; and possibly the turning back into the German economy. 


VIENNA 


At Vienna we were fully briefed by the Ambassador and staff. 
The staff has prepared a very comprehensive set of graphs, too large 
to reproduce in this report. They are filed with the committee. 
They illustrate the very remarkable recovery of Austria under the 
trying circumstances of occupation by four powers. 

Here the Soviet attitude and conduct is the opposite of Berlin. 
The Four Powers alternate in command of the city with all partici- 
pating in a common council. Russian soldiers in great numbers can 
be found on the streets and in the public places. We have only a 
small garrison of service troops. The road to the airport passes 
through Soviet-controlled territory. From all accounts the local affairs 
are conducted without incident. But the situation is a difficult one. 

We were much impressed with the economy drive personally spear- 
headed by Lieutenant General Arnold, who is giving it his personal 
direction. It is having its effect at the grassroots. Both soldiers 
and junior officers seem pleased and proud of what is taking place. 
From all we could learn in a very limited time, morale and training 
seem to be at a high level in this command. 


ITALY 


We made an inspection of the port at Leghorn. There have been 
some new departures in construction of warehouses by using pre- 
stressed clay tile for roofs. The method appears cheap and satis- 
factory. The building program here is on an austere basis. There 
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appears to be economy in design and construction. Even the electrical 
conduits are outside the walls. The construction is of a permanent 
Lype here because of the kind of material that is available. However, 
we are not able to understand the reason for placing the warehouses in 
a row especially in a port with its wartime history and its present 
Iission. 

The use of indigenous personnel has been given a limited trial here. 
We believe that the program should be expanded as we have said 
elsewhere in this report. We noted with satisfaction that since the 
program has been in operation there has been a drop in the local 
Communist Party voting strength of 5 percent. While we cannot 
say with certainty that there was a direct connection between employ- 
ment and this drop in numbers there is some evidence to support such 
a conclusion 

At Rome we were briefed extensively by the American Ambassador 
and staff. The situation in Italy so far as participation in the common 
defense is just about on a par with France. Things are not moving 
as they might. . The tempo is disturbing to Americans. 

Within the limits of a very strained economy, Italy is doing some- 
thing toward the common defense effort, but it is very little in com- 
parison with the need; and the future is shrouded in some mystery 
We can only hope for the best 


SPAIN 


On our return from Europe, the chairman issued a statement sum- 
marizing some of the conclusions reached. It expresses the views of 
the subcommittee and is adopted as a part of this report. 

Mr. Hess said 


Coury I estigating Subcomimitte Ol Defense Activities hras completed a tour ot 
points of general interest in the defense setup in Europe, commencing with the 
Headquarters of SHAPE and ending in Spain. Our purpose was to be brought 


completely yp t date 
The subeommitiee will make its formal report at the next session of Congress: 
but I can make a few observations as chairman which refleet my personal views 


lwo very signifieant events have occurred: One just before we left and the other 
ring the period of our visit in Europe 
GERMAN ELECTIONS 
l ne frst Was the reelection of ( hancellor Ace naeur i West Germany That Is 
in event of inecaleulable importance to the United State It means that Com 
munism has failed politieall It means that our aid has worked; and that our 
friendship has been rewarded It means that the West German nation is deter- 
mined to survive; and to survive in the company of the free peoples of the world. 
Everywhere we went in West Germa we found progress, activity, and 
nfidence We regretted to learn after leaving Germany of the death of Mavor 
Reuter who was such a tower of strength to the German peoples in Berlir 
NISH AGREEMENT 
rhe signing the agreements on Septe ‘r 26 between Spain and the United 
States for the ablishment of Air Force and Navy facilities in that country is, 
1, or of the <i ortant feps tine ! of our defense s ID 
S : e ‘ 1 . LOOT , 
We t | i ‘ ‘ | l ende! 
{ thre tl I it ea i 1 America ) ple Wlilié [ } 
l ‘ ( Pp ra ty i i I l 
We have not made a political alliance, b by our aceord on defense we have 
strengthened immeasurably ur ability, with the aid of our friends and alles, to 
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stop aggression in Europe. The Spanish are a determined peop! Communism 
took its first military defeat in Spain. 

This agreement will do much to bolster the hopes of the other peoples of Europe 
who are now assured that they will not have to go it all alone 


THE GOOD-NEIGHBOR POLICY 


Of equal benefit is the psychological effect which the Spanish accord is bound 


to have upon our South American neighbors We have pursued the good 
neighbor polic y assiduously in the past; but, after all, Spain is the motherland 
and Spanist 1 is the tongue of the great bulk of peoples of South America Their 
language, their culture, and their peoples are now linked in a firm association 
against communism. We all have a common purpose. Ky these agreements 


we have affirmed our friendship with the peoples of Spanish roots 


ARAB STATES 


Not to be lost sight of for one moment is the fact that the Spanish nation has 
for many years lived in complete accord and harmony with its Arab neighbors 
Waile I would not attempt to assess fully the significance of this accord between 
Spain and the United States I snould say tnat this association with the traditional 
friend of the Arab is bound to increase their confidence in the good intentions of 
the United States. 
SUMMARY 


These two events (the German elections and the Spanish accord) are of great 
significance to the United States and of great hope to that part ot the world 
allied against communism 

While I speak of Spain and Germany at this time, it is only because of the 
timeliness of these events 

Generally we found clear evidence that our defenses are firming up. We have 
found in the other countries an eagerness for peace and a willingness to partic mabe 
in the common effort against communism Of the two trips I have taken since 
the conclusion of the war this is by far the most encouraging. But while I am 
encouraged, it does not mean that I believe we have anv reason for slackening our 
interest We must pursue our gains 








INFLUENCE PEDDLING OF SPECIFIC INTEREST TO THE SUBCOMMITTE! 


We have investigated several reports of percentage operators” at work 
connection with the proposed letting of United States Government contracts 

The Defense Department is as interested in these matters as we are; and we 
have excellent cooperation from that Department 

We intend to follow every step of the progress of the work going on and to be 
carried on in Europe to assure that our Government is able to conduct its contract 
ing operations in an atmosphere of free competition and without the taint of the 
“influence peddler , 

BASE CONSTRUCTION CONTRACTS 


We intend to make periodical checks and to maintain a constant surveillance of 
the work of building new bases and of bases now under construction. There must 
be no repetition of the things which occurred in connection with the building of 
our bases in Morocco a few vears ago 

Our close scrutiny of these operations will be one of our primary concerns U1! der 
the investigating authority conferred on this subcommittee by House Resolu- 
tion 125. 

This subeommittee is determined to see that our Government gets value received 
for the burden which its taxpayers have assumed 


The accord of September 26, 1953 opens up a whole new vista for 
the United States. The prime concern of this subcommittee relates 
to the military significance. Spain has, traditionally, been a country 
which fiercely defends independence of the individual; and which has 
cultural treasures and many golden pages in the history of expansion 
to the West. She has always maintained close ties with the Western 
Hemisphere and the Spanish speaking peoples in it 


42526—54 








| ison SD: enterin nto this accord, we 
msocinte With sas something new 
mplhaca 0 Ol UIST Vi ywhere She has never 
\ s eo llion of her so in 
oO hor oO ma $) t nttel ted Communist conquest. 
Spanist var was communism’s attempt at imperialistic 
) rin) { } 1 eve peninsula to al off thre \lediter- 
qd pDaraly 1 \' tern Wo (| which depends SO much 

Tr S O ma ( th Nii iit ranean 
No amount of disguise cat overshadow the fact that Spain did 
adeteat communism Spain preserved her ntegrits and she snatehed 
awa om the vult ives of the Kremlin, their camp followers and dupes, 
on Ol thy reat strate ( yrizes in the world Het reward was to 
b solated for many vears and frowned upon by the Western World. 
No wonder Spain was slow in coming to agreement \t last, sober 


thinking and considered judg rent have swept away the log in our 


international relations and we have placed friend and foe in their 


proper positions The past oucht to be interred in the limbo of 
thi s better forgotten, wl ile we devote ourselves to the future in 
which we all must live The strategic potential of Spain is one of 
the great contributions to our global deployment needs. She has a 


population which is hospitable as a matter of conviction to the idea 
of parti ipating in a common defense against atheistic communism. 
Spain has made an offer of friendship and association. It is not the 
first time that Spain has come to the aid of the American people. 
We have been commonly led to believe that all of our aid in the Ameri- 
can Revolution was derived from French generosity. Such is not the 
entire story. A great amount of money, certainly in proportion to its 
financial capabilities, was contributed by Spain; but equally important 
the movement of Spanish vessels and the deployment of Spanish 
troops in the then Spanish possessions during the Revolution was 
a factor which has been too long ignored by our historians. The 
writings on this subject have been meager. Recently, for example, 
there has come to our attention a doctoral dissertation filed June 
1953 at Georgetown University relating the Diary of Don Francisco 
de Saavedra, whose position in the militarv and later in the diplo- 
matic service of his government enabled him to record the actual 
aid in kind given under the direction of the Spanish King to the 
American revolution. Spain did not seek or accept repayment. 


ACCORDS 


The text of the accord of September 26, 1953, is printed in the 
appendix. There are certain addenda on specific subjects which are 
not included. Many are, even now, in the process of being firmed 
in accordance within the general provisions and basic principles con- 
tained in the principal agreement. 

The subcommittee cannot commend too highly our representatives, 
both military and diplomatic, who had a part in the accomplishment 
of this agreement. They have been patient, diligent, dignified, and 
considerate in their approach; and the Spanish Government in turn 
has acknowledged the consideration shown it, by one of the most 
generous and fully reciprocal agreements on military affairs into which 
this Government has entered. This agreement is more nearly a ‘“‘quid 


< 



































nro auo’’ t ns other agvreement ' a rO I nt has entered 
mto in its ru CO! t ) 
; VJ a 4 : 

_ 

to emi nsize the ] { LItV OF Lhe i¢ ra ( ( tine o1 | 
mess C ¢ iL\ r'¢ ) 2 ( + ¢ wt ty ¢ 

} w! ich off - tt j a sii Coovern- 

it in conn ) ) i ficance 
and encouragement to the Am » Wa rnmen This report 
would be incomplete without its being included. 

MA I | ) 
iH MESSAGI W Hr I A OF: I 5 I O THE CORT 
WITH TH Ly I RI \\ H STATES 

the Cort fthe N ) 

At t ul time t $j 1 to the ( of t yn the texts of t ree- 
ments made by my Gover t Ww the United Stat V cons ite the 

st important step of our } for 1 policy, I 0 1sO rt S 

ore i do im] ) fut our tio 

Lt LO! ne nati nt, ¢ { rusaade the World 

and i i i we suffered lv ghtfor- 
4 r henity go Css ) $ rf ) it10! 
lly will and aspiration for a1 tho ir peopl 
erenity and firmness wit hich v voided, duri 1 isade, situations 
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other nations, made it possible for us to en internal struggle without damag- 
ing the relations which we traditionally m: ed with other nations 

\ few months later, the War be The changes it involved worked 
against our interests and to our disadvantage During this time, however, 
Spain maintained friendly relations with all countric When the war approached 
our frontiers and seas, in defense of peace and the integrity of our peninsula, we 
made the agreements with Portugal These agreements contributed to peace 
and l nderstanding between our two countries. 

We perceived the posty difficulties and the threats gathering against the, 
West clearly In view of the grave demands of the appr yr times, we at- 
tempted to advance the West's necessary understanding of them by clarifying 
our relations with Great Britain 

In view of Great Britain’s traditional realistic policy and in consideration of 
the courage displayed by its ve g people, especially 1 e air and on the sea, 
W ¢ One 1 if once peace was res ( thev wt 1 Sé ¢ ) e West 

We thought that the lessons of war we d } to use if 4 for | er 
imperialisms would be substituted practical me es of justice, confidence, and 
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en no cha ( the oid ¢ er! nenta Ne} | 1 t navigate 
seas alone 

Nar mistakes were made durit these vears Nations were ight and sold 
We are hay py t AV read no me tor t all s borne by ») Many 
European countries When Europe was divided into « erors and conquer 
it was put off balance by the grow power and limitless ambition of the Soviet 
Union This imposed on us the need to wait for the establishment of relations 


with the rest of E irope 

The Spanish national movement, full of vig 1 
with the egoism and misunderstanding of many E 
explains the strong attraction toward the young nations felt by our Nation. \ 
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are bound to them by histor: | need for association which characterizes our 
t : id ] e t ealis snd h of the ted States in spite of its 
material strengt! ‘h has be o greatl torted malicious propaganda 
Wt he truth is revealed we that tl America are ready to die in Europe 
‘ Asia housa s of miles away from home, to honor t r agreements and 

We car ee that nations cannot exist without a foreign policy The lack of 

international po in Spa nd the neglect of its expression abroad has been 
t asic) ca of our disasters and has resulted in the gradual forgetting of the 

reat services which our country provided other nations during the course of 

For exam few in the [ ted Stat know the extent to which the Spanish 

tion aided that ¢ intrv militarily and economically at the dawn of its liberty 

va there ar pppearin yn the international horizon new forms of 
ipernational life which the relationsh in every field and the needs of common 

i are impos! on our times The fo n olimes of the nations must 
adapt themselves to the signs of the new era They must exile the old ideas and 
the narrow nationalisr which present. 

i fhe progress ot ¢ vilizati ym) 1 be mn so fast and the 
advance of universal thin } 10 longer can conceive 
the submission or forced dependence by one nation to another Kine rhetoric 

+h in society and among the nations alwavs accompanies the best of everything 
is one thing; another is that no one should attempt to use force to perpetuate 
privileges which do not fit into the modern age 





lhe extension of the areas involved in wars has so greatly increased that national 
policies can no longer follow the isolationism which formerly prevailed in the 
foreign policy of many states In modern wars, goals have become universal 
Belligerents have not been stopped by moral considerations or respect for rights 
or sovereignty when these are not powerfully supported. 


Although during times of peace moral right may exert influence, this ceases to 





o when war breaks out Phe need to win at any price dulls the conscience 
ie contenders There is general recognition of the threat of aggression 
nst the West No one coul that such aggression would voluntarily 
stop at our frontiers Such stoppi would overlook the goals of Soviet Com- 





munism 


The days in which Moscow led in Red Spain are not so far off, nor are those 
ich our country was attacked by every form of aggression—by international 











in wl } { 
conspiracies and armed attacks on our frontiers. Attempts were made to estab- 
lish centers of terrorism, which our excellent civil guard have been uprooting 
from 1e start The Red radio broadeasts from the Communist territories 
continue working toward these goals 

The western defense against Communist aggression is for us as important as 
it may be to the United States. The threat having been recognized, the problem 


was defined in the question: ‘Can we, by the use of our own resources and without 
foreign aid, protect our nation against Communist aggression?”’ 

Even if this were possible, for how long would we need to build up our defense? 
Does our balance of payments and economy, without the aid of foreign credits, 
isfy at the same time the needs of our developing economy and our national 
defense? 

he reply is clear. If Spain wishes to insure itself within the briefest time 
against the threat of foreign aggression, it must avail itself of the collaboration 
provided for in the agreements made 

We do not intend to have others defend us. We will defend ourselves. We 
will facilitate, by the preparation of our bases and the intensification of our 
arms, collaboration with the United States in case of possible aggression. 

Spain cannot be indifferent to the success or failure of western defense. Sy 
its collaboration with the United States, a very grave vacuum in this defense is 
filled. Just the announcement of the agreements between Spain and the United 
States is an important victory which strengthens peace against the threat of 
communism 

If Spain, in serving its own wel 
with the United States on the basis of these agreements, Spain does so by safe- 
guarding our national ideology and our own sovereignty. We follow a policy of 
stable friendship between our nation 

Mutual respect for the fundamental nature of each nation has become the only 
possible basis for association. Without this, supernational organizations are 
impossible lhe international situation makes them imperative 
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being and western defense closely collaborates 
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Though these agreements are of great importance and are advantageous in 
various ways to the most rapid development of our country, any attempt to 
evaluate them by cold calculation of the material extent of the aid would be 
incorrect No fixed facilities are being sold or being evaluated. We are but 
helping, in the best manner possible, the friendship and collaboration of our 
nations in defense against aggression in matters of mutual need, subject to 
financial resources and available facilities 

Though Spain by her own resources was able to overcome the great crisis in 


which the World War put her, and today is in an economic con lition which is 


strong and stable, its rhythm, however, has had to be geared to the supply of 
goods from abroad, restricted due to the currency problem ir - er trade. 

nder these conditior the imperative needs for economic development and 
defense, although fulfilled, had to be supplied at a slow aa incomparative with 


the needs of the present 

Much has been done by our Nation with our own resources for the reinforce- 
ment and renovation of our armis lowever, technical and industrial advance 
has been so great in certain fields that, in spite of the industriai development of 
Spain, we have been unable to achieve in time certain (steps) without the technical 
collaboration of the more advanced nations 

Few industries are able to meet all their own needs. Thus, by international 
collaboration great advantages are obtained for the perfecting of our arms. Upon 
accepting the responsibilities assumed in the agreements, Spain was provided 
corresponding means of increasing her rate of reconstruction and arming herself. 

Spain has been provided the credits necessary to complement those which it 
has been mobilizing by its own efforts. The use to which these eredits will be 
put, the vacuum in the Spanish economie structure which they fill, and the in- 
spection of investment to be made, provided full guarantee that Spain will 
eliminate the dangers of inflation. 

The agreements likewise have the advantage of making the most powerful 
nation in the world interested in our defense. Such agreements take on special 
importance when they are made with a people like the Spaniards, who have such 
high patriotic and spiritual values. That the refined sensibility of the people of 
the United States has resulted in their electing the distinguished forger of their 
victory, General Kisenhower, to lead them during these crucial times is a guarantee 
that they will defend with a firm hand the ideals of peace and justice for which 
people long. 

The agreements made by Spain reinforce the strategic bloe of our peninsulas 
Based on the friendship and nonaggression treaty with Portugal of 1939 to as- 
sure peace in this region of the West, these treaties have been reinforced by the 
additional protocols of 1940 and 1948. 

If at any time the differences in the obligations assumed by each party cause 
friction, they may be submitted to action on the basis of the friendship treaty 
of our Iberian pact, as Spain has now made a similar agreement to that which 
Portugal made, with the same purpose with the nations of the Atlantie pact. 
The latter is reinforced by the geographical and strategie unity of the Iberian 
Peninsula, which may be considered as a unit and thus of greater value to western 
defense. 

At this time of full development of our foreign policy, we must not forget the 
nations descending from us, who during the trying times were on our side, doing 
much honor to their noble natures. 

As I present to the Cortes of the nation the harvest of this first stage of foreign 
policy, I wish to emphasize the importance of the known trustworthiness and 
unit of the men and lands of Spain. Our strategic position and the end that we 
could serve would be of little value if this were not supported by the unity and 
determination of a people of such high spiritual values 


(Signed FRANCISCO FRANCO. 


Some information coming to us lies within the proper sphere of 
the Spanish Government to disclose. We were satisfied, however, 
that our representation, military and diplomatic, is fully aware of and 
sensitive to the problems posed. Our briefings were complete and 
convincing. We are in good hands in Spain. 

The subcommittee was afforded an opportunity of meeting a large 
number of Spanish military personnel of varying ranks and responsi- 
bility. The evident appreciation and welcome of American collabo- 
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occupied with its own domestic problems where the presence of our 
personnel is a disturbing influence in community life. 


LABOR 


Information in the hands of the subcommittee is that there are some 
400,000 registered laborers in Spain and that there is an even greater 
number available during approximately 8 months of the year when 
ged in agricultural pursuits. 
he basic rate for a skilled worker is 19 pesetas [or a normal 8-hour 
aay to w hich is added numerous allowances for taxes, bonus« Ss, holiday 
and overtime payments. In using an exchange rate of 40 Spanish 
pesetas to the United States dollar as of the date of this report, a 
quick rundown of some of the rates is as follows: Common laborer, 
14.5 cents per hour; carpenters and bricklayers, 22.5 cents per hour; 
iron workers, 15.75 cents per hour, to mention only a few. Other 
skills are in proportion. 

However, because of the wide use of modern mechanical equipment 
in construction under United States supervision, there will obviously 
be a shortage of machine operators; and that shortage must be filled 
either by bringing these skills from the United States or by an intensive 
training program in Spain. This choice must be made with due 
consideration given to time and cost required for such training W eighed 
against importing labor of this class. Likewise, it is apparent that 
there will be a dearth of supervisory construction personnel having 
familiarity with our inser construction equipment. 

The Spaniard has every right to expect and should be accorded the 
maximum employment whi ch his skill will permit him to undertake 
in a program of this kind. It will be one of our ways of making the 
military accord a truly reciprocal arrangement; and it will also have 
the advantage of improving the pool of skilled laborers, mechanics 
and workmen in the construction industry in Spain as a source for 
any future development which may be required in these or related 





fields 


ECONOMICS 


The building of the Spanish bases should, in the considered opinion 
of the subcommittee, be the least costly of any of our foreign under- 
takings. [Everything about it lends itself to economy in United 
States dollars. It is rightly to be anticipated and the subcommittee 
has been informed that the largest share of labor will be generated in 
Spain. The use of indigenous labor in increasing amounts has been 
commented upon elsewhere in this report. Its use is of great impor- 
tance where the hospitality of a foreign sovereign has been extended 
by a military alhance for the common bene fit. We beliey e it should 
be the keystone of our policy, internationally 


Vii [ l N 
The subeommittee has been cen lv civen to*understand that the 
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subcommittee commends this program 

We are civen to understand DY the Air Force and we commend 
the Government of Spain for so insisting—that United States military 
personnel be held at a minimum considering the mission assigned. 

It is important that there be no extensive buildin program or the 
commitment of vast sums in construction. The prime objective of 
all of this is not nly to obtain immediate capabilities for defense. 
but the integration of the Spanish airmai and soldier into a prozram. 
of military might, where Spanish manpower with American weapons 
and military aid cao be welded into an effective military partnership. 

The emphasis, therefore, must be on training Spaniards in the 
skills of modern warfare which have come into ou possession by Wilh 
of technological progress and invention so that they will be a mili- 
tarily independent and an effective ally. 

Next, we will examine with great care any proposed troop housing 
program at Spanish bases. We intend that the troops committed 
to our care shall be properly housed but we are determined that these 
facilities shall not be either lavish or extensive. The Spanish do not 
invite it and we must not commit ourselves to such a plan. 


CONSTRUCTION PROGRAM 


The same injunction must be issued with respect to facilities such 
as hospitals and the like. The subcommittee is aware of the large 
program of hospital construction now being undertaken by the Spanish 
Government. From all accounts, it is in excess of immediate local 
requirements. We have seen some of the construction and have ex- 
amined one of the buildings. Many have completely separated units 
in a single building. There is no reason why these hospitals cannot, 
on some sort of lease arrangement, be adapted to the needs of the 
American personnel. The Air Force and the Navy must therefore 
devote themselves to seeking ways and means for using existing facili- 
ties and adapting them to American needs rather than in the dey IsIng 
of explanations as to why they cannot be so adapted. Our policy 


must be one of maximum utilization of existing Spanish facilities 
INFLUENCE PEDDLING 


The size of the Spanish base program as a whole makes it al ither 
lush field for influence peddlers. Small wonder that Spain seems to 
be alive with entrepreneurs from the United States looking for com- 
binations of firms and individuals, many times with the suggestion 
of influence We have common kno vledge ol vhat Is cone on in 
the city of Washington. 

Of course, every decent American has the right and the privilege of 
seeking work. Every reputable firm has a right to prese 


bilities and to urge its competence through proper channe 
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not pointing up this situation blindly. We are not accusing anyone 
before the fact. We are advising (and we would be less than candid 
if we did not advise) that this program, from its inception to its con- 
clusion, will be the subject of vigilant and painstaking examination on 
our part. 

We are mindful of the experiences in Morocco and the waste of 
money in construction there. Wedo not suggest that such a condi- 
tion will prevail in Spain. We merely point out that we intend to 
be alert should such be attempted in Spain or anywhere else. 

We invite the cooperation of patriotic Americans and _ patriotic 
Spaniards to assist us. We invite the help of decent people everywhere 
to see that this undertaking is carried on free of taint. Negotiations 
which have led to this accord have been kept on a high plane. The 
accord must be implemented on the same plane. 


SUMMARY 


Our trip took us to the Balearic Islands and the mainland of Spain 
with the final and longest stop at Madrid. 

The subcommittee was very favorably impressed with the harbor 
facilities of the Spanish Mediterranean ports. The harbor at Bar- 
celona, Spain’s principal industrial and manufacturing city, is large, 
modern, well-equipped, and capable of rapid expansion. The harbor 
at Palma, while quite cood, has not been developed to the extent of 
that at Barcelona but does have sufficient capacity to anchor our 
entire Sixth Fleet. There are in the Spanish Mediterranean area 
other smaller harbors which, although not so well known, are, accord- 
ing to the subcommittee’s findings, usable and reasonably adaptable 
to naval needs 

The subcommittee’s visit, coming as it did a few days after the 
completion of the accord, will have to be viewed principally as an 
opportunity for the members to orient themselves on the proposed 
military sites and to formulate their own ideas as to the desirability 
from the standpoint of location, the construction already in place, 
and other similar matters. Of equal importance was the opportunity 
for gaining for firsthand knowledge of the problems we must meet; 
and of the equipment, training, and overall capabilities of the Spanish 
armed forces. 


PORTUGAL 


On our arrival at Lisbon we were received by the American Ambas- 
sador and staff and given a competent briefing. We were particularly 
impressed with the presentation of Mr. James Minotto of the For- 
eign Operations Administration and his thorough knowledge of his 
subjects. 

Our original plan contemplated examination of an operating NATO 
airfield but an unfortunate accident occurring at the field on the 
morning of our proposed visit caused us to cancel that arrangementy 
and we advanced our departure for the United States a day. 

Kor its size Portugal furnishes something of a model for other small 
nations. ‘They seem to be going about the business of being one with 
the West without much hesitancy. The subcommittee was greatly 
impressed with the fine natural harbor and facilities at Lisbon. 


JANUARY 26, 1954 
CONSTRUCTION COSTS 


During our trip we continued to request information on construction 
costs. At Leghorn, Italy, on September 28, 1953, we were given a 
tabulation made by the 7615th Engineer Construction Detachment. 
The subcommittee had been impressed with the austerity of the build- 
ing types and information as to costs. We were also given a com- 
parison with similar costs in other European countries. It was quite 
startling to the subcommittee. The chart is reproduced in the report. 
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A. FRANCE 


{v6 age unit construction cost 
{Dollars per square foot] 


Administration buildings f $6. 75 
Bachelor officers’ quarters : 7 60 
Warehouses ; 5 
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In making a comparison of the above figures for France wit t prices it 
pa ‘ a l n 

other areas, these factors are significant: 

Contractin } 

French Government agencies make all direet contact c tractors This 
involves all matters of contract proceed ires and ecessa ( cts irl con- 
struction period. 

Bidde rs 

Generally comprise only tnose bidders on a selec 

ile 


Real estate is provided by the Frer G,overnment wit uit charge \ a 
consequence, the sites are not infrequently selected which involve heavier than 
normal construction costs. 

Labor 

Algerian laborers used in many areas due to lack of { abor This 

un led labor is more expensive than local labor since the yntractor has to 


provide travel funds and ho 









Seasonal effects 


During inclement weather, construction workers 1! rance generally produce 
less than in Germany and Austria, particularly in cold weather 


Wages 
(a) Minimum wages are established by the French Government for all areas 
(b) Labor costs have increased about 25 percent since 1952, ne ithstanding a 


general downward trend in construction costs in the same period 
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Social charges included as part of the above costs amount to 45.2 percent. 

In addition, labor costs are augmented by—normal bonus, extra production 
bonus, lunch money, travel money, and, for imported labor, subsistence and 
a basic rate of 94 French franes per 


eparate travel money An employe l 
hour actually costs the contractor 203 to 345 French franes per hour 


e earl 


~' JS 


Contract sts 


Liquidated damages provision included in all contracts with corresponding 
increase in prices (limited to 10 percent by United States construction authorities). 
6) Contractors pay average 10 percent Interest on loans 
Engineering and design in France is customarily included as part of the 
bid price by the construction contractor Although understandings have now been 
reached to eliminate this as part of the contract cost, the costs shown herein reflect 
some charges of this nature 
d) Construction practices are frequently outmoded, and contractors use ex- 
cessive manpower in lieu of machinery. Work is thereby frequently prolonged 
into winter weather. 





(a) Snow loading must be considered in roof and structural design Frost 
tions must be considered in foundation design. 
b) Building heating for Northern Temperate Zone is provided. 

c) Existence of land mines and unexploded bombs results in increased con- 
tract price in many areas of France. 

(d) A black market still exists in France, and these operations are reflected in 
labor and material costs. 





Use of United States construction troops 


Use of United States construction troops is not normally authorized by French 


Government for site preparation. This entails higher construction costs in many 
instances although the customary site development costs are not included in the 


average unlt construction costs shown. 
Type mistruction 
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unit prices for Germany 


Contracti ng 


The USAREUR Command contracts directly in most instances 
Generally unrestricted. 


Real estate is provided through the German Federal Republic after mutual 
agreement In general, sites are selected which are satisfactory for construction. 


Indigenous German labor is used in most areas. 
Seasonal effects 
During inclement weather, German workmen continue to produce adequately. 
Wages 
Generally stabilized by the German Federal Government 
Contract costs 
No unusual aspects 
Special costs 
a) Snow loading must be considered in roof and structural design. Frost 


conditions must be considered in foundation design. 
b) Building heating for Northern Temperate Zone is provided 
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USE OF INDIGENOUS PERSONNEL 


United States Air Forces, Europe, presented the problems and 
policies related to the use of indigenous personnel. 

One of the matters involved must be resolved legislatively. At the 
present time, employment in foreign theaters is subject to the limita- 
tions placed on the employment by spaces under Public Law 179, 83d 
Congress. ‘This amendment, in short, places a ceiling on number of 
graded civilian employees who can be employed. It has been inter- 
preted by the services to be applicable overseas as well as within the 
continental limits. 

Without sinister implications, this limitation is referred to as the 
“numbers racket.”’ Because of the wide differentia] between pay 
scales of alien personnel and American personnel, civil and n ilitary 
space limitations as such are not adaptable in the same way and do 
not meet the same problem which presents itself within the domestic 
economy \ space limitation, therefore, based on the American 
standard of 75 cents per hour for example, where space and wage are 
in ratio, has no application in an economy where wages are from 50 
to SO percent lower. The ratio of space to dollars is substantially a 
higher equation 

To be adaptable in the foreign field, therefore, Public Law 179, 
which has for its objective total dollar savings based upon space 
limitation as a eriteria, should be amended. 

The use of indizenous personnel has these advantages: 

1. Less dollar cost. 


2. Fewer United States military. 
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3. Less labor turnover (by reason of rotation, enlistment, termina- 
tions and other things of that character 


4. Finally, improved relationship with host countries 
The disadvantates are 
1. The language barrier (which can be surmounted 
The security hazard (which can be overemphasized 
3. Possible nonavadability of workei 
At first Impression the disadvantages weigh heavily parte ularly 


on security) but these disadvantages are by no means insurmountable. 
They are capable of being resolved. The incentive to do so is the vast 
savings involved 

For example, the Department of the Air Force on June 30, 1953, 
was en ploying 28,000 local personnel. It is believed that an addi- 
tional 8,700 could be added with corresponding reductions in Air 
Force civil and m ilitary personnel 

In supply operations, en a survey shows that 2,676 military and 
civilian positions could be converted to indigenous personnel. These 
positions include such shines as stock record posters, warehousemen, 
tally clerks, inventory clerks, and the like. The saving in salary 
would amount, annually, to $32 million. At the same time the 
“fringe” obligations for American personnel as against indigenous 
personnel would relieve the United States of the cost of transportation 
of officers, airmen, civilians, and other dependents to and from the 
United States at an estimated cost of $1,270,000; the construction or 
acquisition of housing for such personnel an annual estimated cost of 
$2,435,000; and other support functions for these personnel such as 
utilities, contractual services and material an estimate of $3,159,000. 

Thus the cost of Air Force operations for the same facility, using 
American personnel, would be $50 million plus, as against the cost of 
the same services (with no collateral obligations) of $11 million plus, 
using indigenous personnel, or a total saving in appropriated dollars 
of in excess of $38 million. This program of the use of indigenous 
personnel is being accelerated with appropriate savings by the Air 
Force. Approximately 80 percent of anticipated conversions. will 
occur within the depot system. The present (fiscal year 1953 
ratios of manpower are 68 pe reent military, 2 percent civilian, and 
30 percent native for over a 2-vear period. The planned conversion 
is to reduce the military to 30 percent, increase American civilian 
from 2 to 5 percent and increase native employment from 30 to 65 
percent. Present authorized strengths were considered only on the 
basis of a figure of 8,700, the total in the Air Force system. 

Actually, if this program is continued on the basis indicated, 
12,000 military spaces will be affected in the depot program alone. 
On the present figures, that would amount to an annual saving of $50 
million in salaries to say nothing of the collateral saving in transporta- 
tion, dependent housing, and other “fringe oe ations. 

The executive action required is approval by the Department of 
Defense, and the concurrence of British and French allies (because 
of locale and military collaboration); the fixing of local labor ceilings 
the orderly recruiting of indigenous labor; and the orderly attrition 
of the military as such a program becomes integrated. 

The congressional action required is a change in Public Law 179 to 
make its basic purpose, which is a saving in dollars, fully applicable in 
foreign establishments, 
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But, while we have fully endorsed the program and urge its exten- 
sion among the services, we must continue to scrutinize its operation, 
so that if the space limitation is removed or modified it will not be 
used as an excuse for building up numbers employed simply because 


the cost is less. 


AMERICAN EXPRESS COMPANY CONTRACTS WITH THE ARMED 
SERVICES 


A continuing complaint by service personnel relates to the charges 
exacted of them by agreements with the American Express Co. and 
their losses in required exchanges of moneys. It is not apparent to 
the subcommittee why there should be any deductions made in the 
pay which the United States owes to its service personnel and to its 
civil employees. Yet, for example, military personnel are paid salary 
and allowances in American Express Co. drafts. These drafts are not 
transferrable. They cannot be forwarded to the United States for 
deposit in any banking account. These things may be done with 
these drafts: 

They may be transferred to military payment certificates or 
exchanged into currency of the country. Before a direct transfer can 
be made, the American must acquire military payment certificates 
which will be accepted by the Finance Office in exe - ange for a United 
States Treasury check and there ‘upon his money can be transferred 
to an account in the United States. This seems a ‘aes compli- 
cated procedure and a burden upon the service personnel; or 

2. These American Express Co. drafts can only be made available 
to another person or transferred to a bank account by the purchase of 
an American Express Co. draft or traveler’s check at a rate of 50 cents 
per hundred. In addition, a charge of three-fourths of 1 percent is 
made for cashing United States Government checks at the American 
Kxpress office. In cashing American Express checks for payrolls at 
American Express offices, we were advised that the payment is always 
made to the nearest lower nickel. For example, a check in the sum 
of $70.64 would net the pavee a total of $70.60. It has also been 
observed that both Army and Air Force finance officers pay to the 
exact cent. The smallest denomination in military script, is of course, 
5 cents. Traveler's checks are sold to American civilian and military 
personnel at the same rate prevailing in the United States—75 cents 
per 100. 

There is considerable dissatisfaction with the difference in rates of 
exchange at the various American Express Co. offices, even within the 
same general locality. For example, the exchange rate for an Ameri- 
can dollar at the American Express Co. office in Paris is 346.5 frances; 
at Fontainebleau, a short distance away, the exchange rate is 349.50; 
at the Finance Office in Paris it is 350. 

A similar difficulty with exchange pertains with reference to the 
exchange of foreign currency into French franes at the American 
Express Co. office. For example, service personnel returning from 
duty into Germany with deutschemarks in their possession pay a 
service charge for the conversion. The conversion return is roughly 
one deutschemark for 82 French francs. 

The exchange when purchasing deutschemarks is the same at most of 
the service hotels in Germany and, for that matter, in most of the 
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business houses. The Government Finance Office’s exchange is at th 
rate of 4.20 deutschemarks for an American dollar; at the American 
Express Co.’s offices in Germany it is 4.19 marks to the dollar; at the 
American Express Office in Paris the rate for conversion of deutsche 

marks is 4.07 to the American dollar. It will be seen that $1 worth of 
deutschemarks purchased in Germany at a rete of 4.20 per dolla 
would return on reconversion only 344.40 franes or 5.60 frances less 
The American Express Co. in response to a specific inquiry likewise 
advised that foreign currency cannot be converted back into dollai 
instruments upon return to the States. Mose of these arrangements 
were concluded by other branches of the Government. 

The situation, therefore, amounts to this: An American serviceman 
or civil employee is penalized by a service charge “going and coming.”’ 
Of course, we have every sympathy and desire to support the local 
economy and to maintain the local currency exchange; but we feel that 
it should not be the whole and entire responsibility of the American 
serviceman, stationed abroad, in performance of his military duties. 

This is a constant source of irritation to American service personnel 
They are not skilled in exchanges; the amounts taken are not large; 
a few francs here and a few deutschemarks there—a penny here or a 
penny there-——is not, individually, a great loss, but in the aggregate 
of payrolls it represents a substantial loss. 

In the light of the numerous criticisms and complaints received by 
the subcommittee, the subcommittee recommends that there be a 
further and complete review of the arrangements for pay and conver- 
sion of payments to American oe personnel abroad and of the 
contractual arrangements made, if any, with the American Express 
Co. in the several countries of Rioven where our troops are stationed 
in Jarge numbers and where they are dependent upon the services of 
that organization. 

We believe that the Department of Defense should immediatel\ 
review the contractual and other arrangements with American Ex- 
press; and that since they seem to have a virtual monopoly certainly 
the serviceman should be accorded something better than the com- 
mercial rates for tourists and others. We intend to review this 
situation again with the Department of Defense 


ARMED SERVICES EXCHANGES 


At the larger installations in every country on our itinerary, we 
visited at least one of the armed services exchanges. In general, the 
operations seemed satisfactory but we did find several justifiable com 
plaints of conditions which can be remedied 

1. At some time during the course of our visit, there was generated 
in United States Army, Europe, a proposal that military personnel 
wear civilian clothes off dutv. That, of course, was a radical change 
It was consistent, however, with our policy of gradual deemphasis on 
military occupation and recognition of the growing partnership with 
other countries in a common effort. We commend it. Somewher 
along the line, the haison betwee n Army and armed services exchanges 


broke down and the exchanges did not learn of the order until about 


30 days before it was to become senetine to wit, November 1, 1955 

In many of the exchanges, the stocks were not of satisfactory quality 
nor variety in men’s clothing, particularly suits. It seemed to us that 
the exchanges could have done a better job of preparing for this event 
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which was to our certain knowledge impending. Of course, we had 
returned to the United States before the actual order became operative. 
In the course of our investigation on this subject, we learned that there 
was no coordination between the armed services and the exchange 
services; no opportunity for building up a supply of men’s apparel to 
meet the drain placed by the issuance of this order. It was necessary 
to acquire several million dollars worth of apparel very hastily in the 
open market; and in order to keep the stocks at least partially filled, 
much of the material was flown to Germany. It would seem that on 
undertaking a major policy decision of this kind that somewhere along 
the line in the military command it would have occurred to someone 
to alert the armed services exchanges. It is hoped, now that the order 
is operative, there will be a better selection and a more even flow of 
goods into these departments in the overseas exchanges. 

2. We heard repeated complaints from service parents who have 
dependent children in the European theater about the scanty supply 
of children’s apparel of American design and make available in these 
exchanges. 

With understandable pride, and indeed as a matter of policy, parents 
of dependent younger children abroad want to dress their youngsters 
in American-type clothing to which they were accustomed. The attire 
of children in foreign countries vary markedly from our standards. 
The objective of having the children in Europe is not to make Euro- 
peans of them but to surround them with the things which make 
them proud to be Americans. That includes clothing. A scanty 
supply of this type of clothing certainly ought to be augmented 
promptly. The exchange is a service organization. Every effort 
should be made to meet the requirements of the services. The 
American abroad, particularly on official duty, has the right to look 
to the armed services exchange as an ‘‘American island’? where they 
can continue to enjoy and to acquire the things familiar and a part of 
American life. 

We recommend immediate expansion of these departments to meet 
the needs of dependent personnel where they are present in substantial 
numbers. In any event, further emphasis even where the numbers 
are not great should be placed on getting into the exchange system 
American clothing that will be suitable for dependents served by the 
exchanges. 


SUMMARY 


In presenting our findings we have not repeated details which can 
readily be found in geographies and travel guides, but have considered 
basic trends of the future. We attempted to assimilate a better 
working knowledge of conditions which bear on subjects as to which 
we will be required to legislate. 

We make these specific recommendations: 

1. That there should be an extension of the use of indigenous 
personnel; and that Public Law 179, 83d Congress be amended to 
further this project. 

2. That there be a review by the Department of Defense of our 
whole military deployment, especially in view of the fact that there is 
an apparent reluctance on the part of some signatory nations to ratify 
the treaty bringing into being the European Defense Community. 
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That there be a study of the dependent problem and a settled 
policy determined upon, both for the benefit of troop morale and 
because of the related problems of transportation, housing, and 
schooling and the other collateral obligations 

That there be a review of the agreements with American Express 
Co. and a change in armed services exchange sales and stock practices 
as the sv affect service personne s] 

5. We recommend a restudy of the size of Joint Construction 
Agency. 

That we maintain a continued surveillance of the Spanish base 
construction and contracting to keep it free of the mistakes and to 
save us the losses that occured in Morocco. 

We have summarized our v,ews on the nations participating in the 
European defense program and those not fully participating or still 
debating. While the latter group are beyond the control of Ameri- 
cans, they are not be yond the interests of the Congress as it plans 
for the future in legislation. There are bright spots. There are some 
dark spots, but there is always the possibility of obliterating them as 
we grow strong and offer more assurance to the wavering and doubt- 
ful. We feel that on the whole we are progressing toward that 
position. 

Our trip was arranged and scheduled by the Department of the 
Air Force. It was very well arranged; and no detail was overlooked 
which would aid us in our task. We covered a great deal of territory 
in a very short time with a minimum of inconvenience. We extend 
our thanks and appreciation to the Department of the Air Force and 
to Col. Robert L. Kelly and his assistants who were our escorts. 

Respectfully submitted. 

WituiaM E. Hess, Chairman. 
Wiiiram H. Bares. 

Leon H. Gavin. 

F. Epwarp H&serr. 
Porter Harpy, Jr. 

L. Menpevt Rivers. 


Dated January 28, 1954. 
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TEXT OF THE AGREEMENTS SIGNED IN MADRID BETWEEN 
SPAIN AND THE UNITED STATES OF AMERICA, THE 26TH SEP- 
PTEMBER 1953 


Murvat DEFENSE ASSISTANCE AGREEMENT BETWEEN SPAIN AND THE UNITED 
STATES OF AMERICA 


Phe Governments of Spain and of the United States of America, 

Desiring to foster international peace and security, to promote un 
and good will and to maintain world peace; 

Considering that the Congress of the United States of America has enacted 
legislation enabling the United States of America to furnish military, economic 
and technical assistance to Spain so that Spain may accomplish such objectives 

Desiring to set forth the undertakings and conditions which govern the fur 
nishing of military assistance by the Government of the United States of America 
inder such legislation and the measures which the two governments will undertake 
individually and together in furtherance of the above objectives 

Have agreed as follows: 


lerstanding 


ARTICLE I 


1. Each Government will make available to the other, and to such other 


roveruments as tl! Parties may in each case agree upon, equipment materials, 





ices or other tance in such quantities and in accordance with such terms 
onditior is may | wzreed The furnishing and use of such assistance 
hall be consistent with the Charter of the United Nations Such assistance as 
a e made available by the Government of the United States pursuant 
tk \greement will be furnished under the provisions and subject to all tl 
mations and ovher provisions oft the Mut ial Defense Assistance Act ol 
49 and the Mutual Security Act of 1951, acts amendatory or supplementar 
ereto and appropriation acts thereunder The two Governments, will, whe 
t ynsidered necessary, negotiate detailed arrangement lecessaryv to Carry 
@ provisions OF this paragraph 
2. Both Governments will utilize this assistance exclusively for the promotion 
f onal peace and securit in accordance with arrangements satisfac 
Government and will not, without prior and mutual conse 
levot ich assistance to purposes other than those for which it was furnished. 
> Arrangements will be entered into under which equipment a d materials 
rl l ») this Agreement, and no longer required for the purposes 
for ul wailable, will be offered for return to the country 
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ARTICLE II 


The two Governments will, upon request of either of them, negotiate appro- 
priate arrangements between them providing for the methods and terms of the 
exchange of patent rights and technical information for defense which will expedite 
such exchanges and at the same time protect private interests and maintain 
security safeguards. 

ARTICLE III 


1. The Government of Spain, in addition to its commitments under other 
agreements with the Government of the United States, undertakes to make 
available to the Government of the United States pesetas for the use of the latter 
Government for its administrative and operating expenditures in connection with 
carrying out the purposes of the United States foreign aid program The two 
Governments will forthwith initiate discussions with a view to determining the 
amount of such pesetas and to establishing arrangements for the adequate 
furnishing thereof. 

2. The Government of Spain will, except as otherwise agreed to, guarantee duty 
free treatment on importation or exportation and exemption from internal taxa- 
tion upon products, property, materials or equipment imported into its territory 
in connection with this Agreement or any similar Agreement between the Gov- 
ernment of the United States and the Government of any other country receiving 
military assistance 

3. a. The operations and expenditures effected in Spain by or on behalf of the 
Government of the United States for the common defense effort including those 
carried out as a consequence of any other foreign aid program will be relieved from 
all taxation. ‘To this end the Spanish Government will prescribe pertinent pro- 
cedures satisfactory to both parties. 

b. A Technical Annex attached to this Agreement and authorized by it will 
establish the terms and general procedures for the implementation of this para- 
graph 

ce. The tax relief authorized above will apply to those operations and expend 
tures of the United States which are authorized by the Defense Agreement and 
arrangements to be concluded thereunder, and the Economie Aid Agreement as 
concluded between the two Governments. 


ARTICLE IV 


1. The Government of Spain will admit personnel of the Government of the 
United States who will discharge in Spanish territory the responsibilities acquired 
under this Agreement and who will be accorded facilities to observe the progress of 
the assistance made available. Such personnel who will be United States na- 
tionals, including personnel temporarily assigned, will, in their relations with the 
Government of Spain, operate as a part of the Embassy of the United States of 
America under the direction and control of the Chief of the Diplomatic Mission, 
and will have the same status as that of other personnel with corresponding rank 
of the Embassy of the United States of America. Upon appropriate notification 
by the Government of the United States the Government of Spain will grant full 
diplomatic status to an agreed number of personnel designated under this Article. 

2. The Government of Spain will grant exemption from import and export 
duties on personal property imported for the personal use of such personnel or of 
their families and will take adequate administrative measures to facilitate and 
expedite the importation and exportation of the personal property of such 
individuals and their families. 

ARTICLE V 


1. The Government of each country will: 

a. Join in promoting international understanding and goodwill, and 
maintaining world peace; 

b. Take such action as may be mutually agreed upon to eliminate causes 
of international tension; 

ce. Fulfill the military obligations which it has assumed in multilateral 
or bilateral agreements or treaties to which both Governments are parties. 

2. The Government of Spain will: 

a. Make, consistent with its political and economic stability, the full 
contribution permitted by its manpower, resources, facilities, and general 
economic condition to the development and maintenance of its own defensive 
strength and the defensive strength of the free world; 
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ARTICLE VII 


1. This Agreement shall enter into force on the date of signature: and will 
continue in force until one year after the receipt by either party of written notice 
of t 
Article I, paragraphs 2 and 4 and arrangements entered into under Article I, 
paragraphs 38, 5 and 7, and under Article II and Article II], paragraph 3, shall 
remain in force unless otherwise agreed by the two Governments 

2. The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application or amendment of this Agreement 

3. This Agreement shall be registered with the Secretariat of the United Nations 
by the Government of the United States of America. 

In witness whereof the respective representatives, duly authorized for the pur 
pose, have signed the present Agreement 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 
authentic, this 26th day of September 1953. 


he intention of the other party to terminate it. prov ided that the provisions of 








For the Government of the United States of America: 
The Ambassador of the United States of America, 
[L.S.] James CLEMENT DUNN 


Por el Gobierno espanol: 
Ek] Ministro de Asuntos Exteriores, 


[L. S.] ALBERTO Martin ARTAJO 


TAX RELIEF ANNEX ATTACHED TO THE MUTUAL DEFENSE ASSISTANCE AGREEMEN1 


1. a. In accordance with Article III, paragraph 3, of the Mutual Defense 
Assistance Agreement, the Government of Spain agrees and guarantees that all 
activities and expenditures undertaken within the jurisdiction of the same by or on 
behalf of the United States, for the common defense, including the activities or 
expenditures carried out in connection with any foreign aid program agreed to 
by the United States, and the activities and expenditures carried on for the 
common defense under the terms of this agreement or otherwise, will be exempt 


from taxation (including surcharges, contributions, or other charges of any 
nature, other than reasonable compensation which may be made by the United 
States for services requested and received) by or for the benefit of the Spanish 


Government, political subdivisions thereof, or quasi-governmental organizations. 
b. The relief will apply in all cases in which the United States is subject to the 
payment of the tax finally, in all cases of taxes which apply directly to expenditures 
effected by the United States, and in all cases covered in the Defense Agreement 
and arrangements to be concluded thereunder, and the Mutual Defense Assistance 
Agreement and Economic Aid Agreement as concluded on the 26th of September 
1953 
The fiscal relief will not apply, except as stated above, to taxes on the incomes, 
yrofits, and operations of those persons or entities who render service to, or work 
or, the account of the United States 
ec. The taxes from which relief is granted by the present Annex, and in any 
other manner as may hereafter be agreed upon between the parties, shall include 
but not be limited to: 
1) ‘Tax on transfer of property and rights to real estate 
(2) Import duties (any tax or duty payable on the importation of articles, 
materials, Or components or parts of the same purchased by means of thx 
aforesaid expenditures 
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(8) Provincial taxes (except where attributable to service 

(9) Municipal taxes (except where attributable to services 

10) ‘Tax on industries, trades, and professions in the amou 
such tax may be increased due to the activities and expendit 
subparagraph la above 

11) Any additional taxes as appropriate. 

d. The tax relief granted in accordance with the provisions of this agreement 
will be considered as supplementing any tax relief normally enjoyed by the United 
States within the jurisdiction of the Spanish Government The relief so accorded 
will apply to all operations ; 
paragraph a hereof, which n 

e. With respect to any other tax not specifically mentioned it subparagraph 
hereof and which may be found to be applicable to expenditures or activities of 
the character described herein, the two governments will consult with a view to 
arriving at mutually satisfactory arrangements regarding procedures to assure 
relief from such taxes in accordance with the principle of tax relief granted by 
subparagraph a of paragraph 1. 

f. In the same manner should special situations or circumstances arise with 
respect to taxes of the type covered by subparagraph ¢ which may affect the com- 
pliance with the terms of relief granted herein, such situations or circumstances 
will be discussed between the two governments with a view to supplementing 
this agreement in accordance with the spirit and the terms of this Annex. If 
necessary, the Spanish Government will examine the feasibility of appropriate 
legislation to accomplish this end. 

g. The requirements of Spanish legislation of a social character and any other 
contributions relating to the employment of individuals are not affected by this 
agreement. 

2. The relief specified above will be granted by means of the procedures de- 
scribed below. Changes in these procedures that may appear to be advantageous 
in order to facilitate the administrative work and the enforcement of the exemp- 
tion granted above, may be initiated as mutually agreed between competent 
United States and Spanish authorities. The record of these changes may be in 
the form of an annex or annexes to be attached hereto when needed. 

The United States will inform the Spanish Government (Ministry of Finance) 
of the operations and expenditures it effects which in its judgment should enjoy 
the fiscal exemptions granted by the present agreement The information fur- 
nished by the United States to the Spanish Government should be sufficiently 
detailed to permit the best identification of the concept and quantity of the opera- 








and expenditures of the character described in sub- 





v occur after the date of this agreement 





tion. Upon receipt of this information report the Government of Spain (Ministry 
of Finance) will issue the pertinent orders to the appropriate services (Direc- 
torates General, Customs, Finance Ministry representatives, etc.) for the exemp- 
tion from taxes. In the event that these taxes have already been paid, their 
return shall be ordered. 

An office will be created within the Ministry of Finance expressly for the im- 
plementation of this Annex, 

Should differences arise concerning the implementation of this Annex, they 
may be referred for the consideration of a board composed of competent authorities 
of both governments 

3. The Government of Spain (Ministry of Finance) may, in agreement with 
the United States Government, and in a manner to be established in each case, 
take the necessary measures to insure that materials and products, imported or 
acquired exempt from taxes, are not used or destined for purposes other than 
those indicated in paragraph 1 a above 
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RPRETATIVE NOTE IN REGARD TO THE TAX RELIEF ANNEX TO MUTUAL DEFENSF 
SISTANCE AGREEMENT 


lhe f Wing interpretation of certain points of the Tax Relief Annex is hereby 
ace i 7 ord 
It is understood that the examples of tax relief contained in the first paragraph 


inder subparagraph | 6 of the Tax Relief Annex to the Mutual Defense Assistance 
Agreement are not to be construed as limiting the scope of tax relief provided 
inder subparagraph 1 a, but are intended only to confirm certain particular 
applications of that relief 

It is also understood that the phrases “all cases in which the United States is 

ibject to the payment of the tax finally’? and “all cases of taxes which apply 
directly to expenditures effected by the United States’? in this subparagraph 
are intended to include relief from direct and indirect incidence of taxation on 
iltimate price paid by the Government of the United States in connection 

ith expenditures described in subparagraph 1 a. It is further understood that 
the reference in the second paragraph under subparagraph 1 6 to taxes on “opera- 





tions”’ is intended to refer to business license taxes and does not include any 
other taxes listed in subparagraph 1 ¢ of the Tax Relief Annex. 
Madrid, 26th Septembe r, 1953 


Economic Alp AGREEMENT BETWEEN SPAIN AND THE UNITED STATES OF AMERICA 





Che Governments of Spain and of the United States of America: 

Recognizing that individual liberty, free institutions and genuine independence 
in all countries, as well as defense against aggression, rest largely on the establish- 
ne! a sound eonomy 

Considering that the Congress of the United States of America has enacted 
legislati enabling the United States of America to furnish military, economic 
and hnical ass uni Spa 

Desiring to set forth the prit ciples which govern the furnishing of economic 
und te nical assistance by the Government of the United States of America 
inder the Mutual Securit Act of 1951, as amended, and the measures which 
t VO ) rime s will undertake individ ially and Loge ther in furtherance of 
the ol ( of the said legislatio 

Ila reed as follow 

ARTICLE I 


1ssistance 


a) The Government of the United States of America will furnish the Govern- 
ment of Spain, or any person, agency or organization which the latter may desig- 
nate, such economic and technical assistance as may be requested by the Govern- 
ment of Spain and approved by the Government of the United States of America 
under the provisions and subject to all the terms, conditions and termination 
provisions of the then applicable United States laws as well as and subject to the 
arrangements provided in this agreement. 

(b) The two governments will establish procedures whereby the Spanish 
Government will so deposit, segregate or protect all the funds allocated to or 
derived from any program of assistance from the United States in order that such 
funds shall not be subject to attachment, confiscation, seizure or any other legal 
processes by any person, firm, agency, corporation, organization or government 
when, in the opinion of the United States, any such legal process would interfere 
with the attainment of the objectives of the said program of assistance. 


ARTICLE II 
General Undertakings 


1) In order to further the objectives set forth in the Mutual Security Act of 
1951 and to achieve the maximum benefits through the employment of assistance 
received from the Government of the United States of America, the Government 
of Spain will use its best endeavors 

a) to adopt or maintain the measures necessary to insure the effective 
and practical use of all resources available to it, including 

(i) such measures as may be necessary to insure that the materials 

and services furnished under this Agreement, including materials and 
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c Lo cooperat with the Government of the United States of America 
ensuring that any procurement financed with assistance furnished by tl 


Government of the United States of America to the Government of Spair 
will be effected at reasonable prices and on reasonable terms and that the 
distribution in Spain of such materials and services will be 
that such goods and services will be effectively utilized 
which they were intended; 

(d) to cooperate with the Government of the United States in ensurit 
that any procurement similarly financed and made from areas outside of the 
United States of Amer . 
effected at reasonable prices and on reason: 
that the dollars thereby made available to the country from which the mate- 
rials and services are procured are used in a manner consistent with any 
arrangements made by the Government of the United States of America with 
such country; 

(e) to discourage cartel and monopolistic business practices and business 
arrangements which result in restricting production and i: 
which curtail international trade, to encourage competition and productivity 
and to facilitate and stimulate the growth of international trade by reducing 
barriers which may hamper such trade when the attainment of the agr 
program may be affected; 

f) to make as promptly as possible an agreement with the Government of 
the United States of America in which will be established for United States 
nationals and companies a system of payments and international transfers, 
including the progressive conversion of their accumulated peseta balances; 

(gz) to assist the Government of the United States of America in observing 
and reporting on labor conditions in Spain as these relate to the aims and 

operations of the Mutual Security Program. 

(2) The Government of each country will: 
(a) join in promoting international understanding and good will and 
maintaining world peace; 
b) take such action as may be mutually agreed upon to eliminate causes 
of international tension; 
(ec) fulfill the military obligations which it has assumed in multilateral or 
bilateral agreements or treaties to which both governments are parties 
(3) The Government of Spain will 
a) make, consistent with its political and economic stability, the full 
contribution permitted by its manpower, resources, facilities, and general 
economic condition to the development and i fensive 
strength and the defensive strength of the free world; 
(b) take all reasonable measures which may be need 
capacities; and 

c take appropriate steps to insure the effective utilization of the eeonomie 

and military assistance provided by the United States 
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ARTICLE III 


’ 
Guaranties 


Both governments will, upon the request of either government, consult respect- 
ing projects in Spain proposed by nationals of the United States of America with 
regard to which the Government of the United States of America may appro- 
priately make guaranties in accordance with the provisions of the Mutual Security 
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Act of 1951, as amended, as it incorporates section III (b) 3 of the EKeonomice 
Cooperation Act of 1948, as amended. With respect to such guaranties extend- 
to projects which are approved by the Government of Spain, the Government 
of Spain agrees 

a) that if the Government of the United States of America makes payment in 
United States dollars to any person under such a guaranty, the Government of 
Spain will recognize the transfer to the United States of any right, title, or interest 
of such person in assets, currency, credits, or other property on account of which 
such payment was made and the subrogation of the United States to any claim 
or cause of action of such person arising in connection therewith. ' Govern- 
ment of Spain shall also recognize any transfer to the Government of the United 
States of America pursuant to such guaranty of any compensation for loss covered 
by such guaranties received from any source other than the Government of the 
United States of America; 

(b) that peseta amounts acquired by the Government of the United States 
pursuant to such guarantees shall not receive less favorable treatment than that 
accorded at the time of such acquisition to private funds arising from transactions 
of United States nationals which are comparable to transactions covered by such 
guarantees, and that such peseta amounts will be freely available to the Govern- 
ment of the United States of America for administrative expenditures 

c) that any claim of the Government of the United States of America against 
the Government of Spain, which results from the aforesaid subrogation, or which 
relates to the aforesaid assets, currency, credits or other property, or any differ- 
ence arising under this article, shall be submitted to direct negotiation between 

















the two governments. If, within a reasonable period, they are unable to settle 
the claim or difference by agreement, it shall be referred for final binding determi- 
nation to a sole arbitrator selected by mutual agreement If the Governments 


are unable, within a period of three months, to agree upon such selection, the arbi- 
trator shall be one who may be designated by the President of the International 
Court of Justice at the request of either Government 


ARTICLE IV 
Access to Certain Products 


1) The Spanish Government will facilitate the acquisition by the United 
States of America, upon reasonable terms of sale, exchange, barter, or otherwise, 


{in such quantities and for such period of time as mav be agreed between 


alt 
both governments of those materials originating in Spain which the United States 
of America might require, as the result of deficiencies or potential deficiencies in 
its own resources and for stockpilit g or other purposes. In such transactions 
jue regard will be taken of the requirements of Spain for such products, both for 
domestic use as well as for its export trade. The Spanish Government will take 
such specific measures as may be necessary to carry out the provisions of this 
paragraph, including the promotion of the production of the materials in question 
and the removal of any hindrances to the acquisition of such materials by the 
United States of America or their receipt At the request of either of the two 
governments, negotiations will be initiated for arrangements necessary to fulfill 
the provisions of this paragraph. The Government of the United States of 
\merica will endeavor to assist the Spanish Government to increase production 
in Spain of materials referred to in this Article if it is agreed that such action is 
practicable and consistent with the purposes of the Mutual Security Act, as 
amended 

2) With respect to materials produced outside of Spain, both governments, at 
the request of either of them, will always cooperate wherever appropriate to 
further the objectives of paragraph | of this Article 


ARTICLE V 
Local Curre ney 


1) The provisions of this Article shall apply only with respect to economic and 
technical assistance which may be furnished by the Government of the United 
States of America on a grant basis. 

(2) A special account will be established in the Bank of Spain in the name of 
the Government of Spain (hereinafter called the Special Account) in which will 
be deposited pesetas in amounts commensurate with the dollar cost to the Govern- 
ment of the United States of commodities, services and technical information 
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(including any costs of processing, storing, transporting, repairing or other 
services) made available to the Government of Spain on a grant basis under this 
Agreement. The Government of the United States of America shall, from time 
to time, notify the Government of Spain of the dollar cost of such commodities, 
servtees and technical information and the Government of ain will thereupon 
deposit in the Special Account the equivalent amountiof pesetas computed at the 
rate of exchange mutually agreed between the two governments. If, at such time 
or times or notification, the Government of Spain is a member of the International 
Monetary Fund and shall have agreed with the International Monetary Fund 
upon arate of exchange, the amount of pesetas to be deposited shall be computed at 
the rate of exchange which shall be the par value agreed at such time with the 
International Monetary Fund; provided that this agreed value is the single rate 
applicable to the purchase of dollars for imports into Spain. If at the time of 
notification a par value for the peseta is agreed with the Fund and there are one 
or more other rates applicable to the purchase of dollars for imports into Spain, 
or, if at the time of notification no par value for the peseta is agreed with the 
Fund, the rate or rates for this purpose shall be mutually agreed upon between the 
two Governments. The Spanish Government shall be able at any time to make 
advance deposits in the Special Account which shall be credited against subsequent 
notifications pursuant to this paragraph 

(3) (a) The Government of the United States of America will, from time to 
time, notify the Spanish Government of its requirements in pesetas for adminis- 
trative and operating expenses incident to operations in Spain under the Mutual 
Security Act of 1951 and acts amendatory or supplementary thereto, and the 
Spanish Government will thereupon place at the disposition of the Government 
of the United States such sums, withdrawing them from any balances in the 
Special Account in the manner requested by the Government of the United States 
in the notification. Such sums will be charged to the percentage referred to in 
this paragraph. Ten percent of each deposit made pursuant to this Article will 
be placed at the disposition of the Government of the United States of America 
It is understood that the Government of the United States of America will not 
convert funds acquired pursuant to this paragraph into any other currency without 
prior consultation with the Spanish Government 

(b) Both Governments will agree to the number of and general characteristics 
of military facilities for mutual defense to be constructed in Spain and the Govern- 
ment of the United States of America will, from time to time, notify the Spanish 
Government of requirements for peseta expenses which arise from the construction 
and maintenance of such military facilities. The Government of Spain will 
thereupon make such amounts available out of any balances existing in the 
Special Account, in the manner requested by the Government of the United 
States in the notification. 

(4) Recognizing the priority of expenses referred to in Paragraph 3 of this 
Article, the Spanish Government may withdraw funds from any balance existing 
in the Special Account for such expenditures as may be agreed periodically with 
the Government of the United States of America, and which will be in aecord 
with the objectives prescribed in the Mutual Security Act of 1951, as amended. 

(5) Any unencumbered balance remaining in the Special Account upon the 
termination of assistance under this Agreement other than unexpended amounts 
allocated under Paragraph 3 (a) of this Article, shall be disposed of within Spain 
for such purposes as may hereafter be agreed upon by the Governments of the 
United States of America and Spain; it being understood that the agreement of 
the United States of America shall be subject to approval by Act or joint resolution 
of the Congress of the United States of America. 









ARTICLE VI 
Consultation and Transmittal of Information 


(1) The two Governments will, upon the request of either of them, consult 
regarding any matter relating to the application of this Agreement or to operations 
or arrangements carried out pursuant to this Agreement. 

(2) The Government of Spain will communicate to the Government of the 
United States of America in a form and at intervals to be determined by the latter 
after consultation with the Government of Spain: 

(a) detailed information concerning projects, programs and measures 
proposed or adopted by the Government of Spain to carry out the provisions 
of this Agreement; 
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l The Government of tl United States of America and the Government of 
Spain recognize that it is in their mutual 1 erest tha l puniie be given to 
the objective and pr ress of the as an t re lered Irsuant to this 
Agreement and that all pertinent information be made available to the peopl 
ot Spa Phe Span Govern! Mi encourage the dissemination of sueh 
informatio giving to the a stanee furnished bv the nited States Government 
pursuant to this Agreement, full and continuous publicity throug! the press, 
radio and all other available media in Spain and will allow to the United States 


Government, by agreement with the Spanish Government, the use of such media 
as may be required to accomplish this purpose 

2 Che Government of Spain will grant to representatives of the United States 
press full freedom to obs« rve and report on the operation of the economie and 
technical assistance programs conducted pursuant to this Agreement. 

nake publie in Spain, in each calendar 
ler this Agreement, including information 
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ARTICLE VIII 


1) The Government of Spain agrees to receive a special Economie Mission 
which will discharge the responsibilities of the Government of the United States 


of America in Spain under this Agreement 
2) The Spanish Government will, upon appropriate notification from the 


(Ambassador of the I ates of America in Spain, consider the Special Mission 


the United States Special Representative in Europe as part 





1 its personnel anc 


of the Embassy of the United States of America in Spain for the purpose of enjoying 





the privileges and immunities accorded to that Embassy and its personnel of 
comparable rank 

3 Che Spa sh Government will extend full cooperation to the personnel of 
the Special Mission and t oned U. 8. Representative in Europe 
and his staff. Such cooper: lude the provision of all information and 
facilities necessary to the observation and review of the earrving out of this 
Avreeme! including the use of assistance furt ed under it 

ARTICLE IX 
Settlement « Claims of N yna 

1) The Governments of the United States of America and Spain agree to sub- 

mit to the decision of the International Court of Justice or of a court of arbitration 


or arbitral tribunal to be mutually agreed upon, any claim espoused or presented 
by either Government on behalf of one of its nationals arising as a consequence 
of governmental measures (other than measures taken by the Government of the 
Unit 


t 
April 3, 1948, by the other Government and affecting property or interest of such 


d states of America concerning enemy property or interests taken after 


national, including contracts with or concessions granted by the dulv authorized 
authorities of such other Government It is understood that the undertaking 
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of the Government of the United States of America in respect of claims espoused 
by the Government of Spain pursuant to this paragraph is made under the author- 
itv of and is limited by the terms and conditions of the recognition by the United 


States of America of the compulsory jurisdiction of the International Court of 
Justice under Article 36 of the Statute of the Court, as set forth in the Declaration 
of the President of the United States of America dated August 14, 1946 

2) It is further understood that neither Government will espouse or present 
a claim pursuant to this Article until its national has exhausted the administrative 
and judicial procedures of the country in which the claim arose 

(3) The provisions of this Article shall be in all respeets without prejudice to 
other rights of access, if anv, of either Government, to the International Court of 
Justice or other arbitral tribunal or to the espousal and presentation of claims 
based upon alleged violations by either Government of rights and duties arising 
under treaties, agreements or principles of international law. 


ARTICLE X 
Entry into Force, Amendment, Duration 


(1) This Agreement shall become effective on this day’s date. Subject to the 
provisions of paragraphs 2 and 3 of this Article, it shall remain in force until June 
30, 1956, and unless at least six months before June 30, 1956, either Government 
shall have given notice in writing to the other of intention to terminate the Agree- 
ment on that date, it shall remain in force thereafter until the expiration of six 
months from the date on which such notice shall have been given. 

(2) If during the life of this Agreement, either Government should consider 
there has been a fundamental change in the basic assumptions underlying this 
Agreement, it shall so notify the other Government in writing and the two 
Governments will thereupon consult with a view to agreeing upon the amendment, 
modification, or termination of this Agreement. If, after three months from such 
notification, the two Governments have not agreed upon the action to be taken 
in the circumstances, either Government may give notice in writing to the other 
of intention to terminate this Agreement. Then, subject to the provisions of 
paragraph 3 of this Article, this Agreement shall terminate either: 

(a) six months after date of such notice of intention to terminate, or 

(b) after such shorter period as may be agreed to be sufficient to ensure 
that the obligations of the Government of Spain are performed in respect 
of any assistance which may continue to be furnished by the Government 
of the United States of America after the date of such notice; provided, 
however, that Article IV and paragraph 3 of Article VI shall remain in 
effect until two years after the date of such notice of intention to terminate, 
but not later than June 30, 1956. 

(3) Subsidiary agreements and arrangements negotiated pursuant to this 
Agreement may remain in force beyond the date of termination of this Agree- 
ment and the period of effectiveness of such subsidiary agreements and arrange- 
ments shall be governed by their own terms. Article V shall remain in effect 
until all the sums in the currency of Spain required to be deposited in accordance 
with its own terms have been disposed of as provided in that Article. 

(4) This Agreement may be amended at any time by agreement between the 
two Governments. 

(5) The Government of the United States will register this Agreement with 
the Secretariat of the United Nations. 

In witness whereof the respective representatives, duly authorized for the 
purpose, have signed the present Agreement. 

Done at Madrid, in duplicate, in the Spanish and English languages, both texts 
authentic, this 26th day of September, 1953. 


For the Government of the United States of America: 
The Ambassador of the United States of America, 
[L.S.] James CLEMENT DuNN 


Por el Gobierno espafiol: 
El Ministro de Asuntos Exteriores, 
[L.S.] ALBertro Martin Artaso 
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ANNEX 
Interpretative Notes 


(1) It is understood that the requirements of paragraph (1) (a) of Artlele IT, 
relating to the adoption of measures for the efficient use of resources, would in- 
clude, with respect to commodities furnished under the Agreement, effective 
measures for safeguarding such commodities and for preventing their diversion to 
illegal or irregular markets or channels of trade. 

(2) It is understood that paragraph (1) (e) of Article IT does not diminish the 
right and responsibility of the United States of America to specify whatever terms 
and conditions of aid are deemed necessary. 

(3) It is understood that the business practices and business arrangements 
referred to in paragraph (1) (e) of Article II mean: 

a) fixing prices, terms or conditions to be observed in dealing with others 
in the purchase, sale or lease of any product; 

b) exeluding enterprises from, or allocating or dividing any territorial 
market or field of business activity, or allocating customers, or fixing sales 
quotas or purchase quotas; 

(ec) discriminating against particular enterprises; 

d) limiting production or fixing production quotas; 

(e) preventing by agreement the development or application of technology 
or invention whether patented or unpatented; 

(f) extending the use of rights under patents, trade marks or copyrights 
granted by either country to matters which, according to its laws and 
regulations, are not within the scope of such grants, or to products or con- 
ditions of production, use or sale which are likewise not the subject of such 
grants; and 

(g) such other practices as the two governments may agree to include. 

(4) It is understood that the agreement referrred to in section (1), paragraph 
(f), of Article II will provide a system of conversion of peseta balances which 
takes into account at all times fluctuations in Spanish dollar availabilities. 

5) It is understood that the United States of America does not intend to resell 
within Spain any of the materials which it may acquire pursuant to paragraph (1) 
of Article IV. 

6) It is understood that the time of notification to which reference is made in 
Article V, paragraph 2, for the purpose of determining the rate of exchange to be 
used in computing the deposits to be made upon notifications to the Government of 
Spain of the indicated dollar costs of commodities, services, and technical in- 
formation shall, in the case of each notification covering a disbursement period, be 
deemed to be the date of the last day of the disbursement period covered by the 
notification 
7) It is understood that it is the sense and intent of the last sentence of para- 
graph (2) of Article V that the Government of Spain will make arrangements to 
assure that the amounts of pesetas on deposit in the Special Account are sufficient 
at all times to permit the Government of the United States to meet its obligations 
for peseta payments for the purposes contemplated by this Agreement. The 
United States will, whenever necessary, inform the Spanish Government of its 
requirements for pesetas and agrees that its requests to the Spanish Government 
to meet such requirements shall not exceed the amount of economic and technical 
assistance firmly allotted to Spain on a grant basis at the time of making such 
requests. 

(8) It is understood that any agreements which might be arrived at pursuant 
to paragraph (1) of Article [IX would be subject to approval by the Senate of the 
United States of America. 





DEFENSE AGREEMENT BETWEEN SPAIN AND THE UNITED STATES OF AMERICA 
Preamble 


Faced with the danger that threatens the western world, the Governments of 
the United States and Spain, desiring to contribute to the maintenance of inter- 
national peace and security through foresighted measures which will increase their 
capability, and that of the other nations which dedicate their efforts to the same 
high purposes, to participate effectively in agreements for self-defense ; 

Have agreed as follows 
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ARTICLE I 


In consonance with the principles agreed upon in the Mutual Defense Assistance 
Agreement, the Governments of the United States and of Spain consider that the 
contingencies with which both countries may be faced indicate the advisability 
of developing their relations upon a basis of continued friendship, in support of 
the policy of strengthening the defense of the West This policy shall include: 

1. On the part of the United States, the support of Spanish defense efforts for 
agreed purposes by providing military end item assistance to Spain during a 
period of several vears to contribute to the effective air defense of Spain and to 
improve the equipment of its military and naval forces, to the extent to be agreed 
upon in technical discussions in the light of the circumstances, and with the 
cooperation of the resources of Spanish industry to the extent possible. Such 
support will be conditioned as in the case of other friendly nations by the priorities 
and limitations due to the international commitments of the United States and 
the exigencies of the international situation and will be subject to Congressional 
appropriations. 

2. In consequence of the above stated premises and for the same agreed pur- 
poses, the Government of Spain authorizes the Government of the United States, 
subject to terms and conditions to be agreed, to develop, maintain, and utilize 
for military purposes, jointly with the Government of Spain, such areas and 
facilities in territory under Spanish jurisdiction as may be agreed upon by the 
competent authorities of both Governments as necessary for the purposes of this 
agreement. 

3. In granting assistance to Spain within the policy outlined above, as the 
preparation of the agreed areas and facilities progresses, the Government of the 
United States will satisfy, subject to the provisions of paragraph one, the mini- 
mum requirements for equipment necessary for the defense of Spanish territory, 
to the end that should a moment requiring the wartime utilization of the areas 
and facilities arrive, from this moment, the requirements are covered to the 
extent possible as regards the air defense of the territory and the equipment of 
the naval units; and that the armament and equipment of the Army units be as 
far advanced as possible. 


ARTICLE II 


For the purposes of this agreement and in accordance with technical arrange- 
ments to be agreed upon between the competent authorities of both Govern- 
ments, the Government of the United States is authorized to improve and fit 
agreed areas and facilities for military use, as well as to undertake necessary 
construction in this connection in cooperation with the Government of Spain, to 
station and house therein the necessary military and civilian personnel and to 
provide for their security, discipline, and welfare; to store and maintain custody 
of provisions, supplies, equipment, and material; and to maintain and operate 
the facilities and equipment necessary in support of such areas and personnel. 


ARTICLE III 


The areas which, by virtue of this Agreement, are prepared for joint utilization 
will remain under Spanish flag and command, and Spain will assume the obliga- 
tion of adopting the necessary measures for the external security. However, the 
United States may, in all cases, exercise the necessary supervision of United States 
personnel, facilities, and equipment. 

The time and manner of wartime utilization of said areas and facilities will be 
as mutually agreed upon. 

ARTICLE IV 


The Government of Spain will acquire, free of all charge and servitude, the 
land which may be necessary for all military purposes and shall retain the owner- 
ship of the ground and of the permanent structures which may be constructed 
thereon. The United States Government reserves the right to remove all other 
constructions and facilities established at its own expense when it is deemed 
convenient by the Government of the United States or upon the termination of 
this Agreement; in both cases the Spanish Government may acquire them, after 
previous assessment, whenever they are not installations of a classified nature 

The Spanish state will be responsible for all claims made against the United 
States Government by a third party, in all cases referring to the ownership and 
utilization of the above-mentioned land. 
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upon signature and will be in 

extended for two succe ive periods 

nation procedure hereafter outlined is followed. 
vears or of either of the two extensions of 
ment 


f 


s may inform the other of its intention 
4 ] period of six 1 onths In 
‘don extension, th Avreement will terminate 
the conclusion of the period of consultatior 
hereof tl pective representatives, duly authorized for the 
rpose, have signed the preset Agreement 
Done at Madrid, in duplicate, in the Spanish and English languages, both texts 


t} 


tic, this 26th dav of Se pt mber, 1953 


= 
OS 


pu 


For the Government of the United States of America: 


The Ambassador of the United States of America, 


[L. S.] JAMES CLEMENT DUNN 
Por el Gobierno espafiol: 
Kk] Ministro de Asuntos Exteriores, 
[L.S.] A LBerTo Martin ARTAJO 








